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INTRODUCTION 


\iore than two years ago the Calcutta University 
Jcvitied to i)uhlish for the use of advanced students and 
teachers a seiies of selections from authoritative docu¬ 
ments treating of Indian economic jnoblerns, by bringing 
together' in a collected form the large amount of 
valuable materials that lie scattered in old and inacces- 
sibld^lue • Boqh^, in The proceedings of Legislative 
CoiMils, and in Governinent reports and publications. 
Thel first subject which eippealed 'as one of the 
most important ^iid far-reaching was thfit of ‘agricultural 
indebtedness’. A special interest centres round the sub- 
ject^ because the general state of indebtedness is almost 
as lold as the British rule in this country, for I 
tincT reforence, to the subject in the literature on the 
Permanent Settlement in the Blue Books of 1813 and 
preceding years. But it appears that no scientific and 
sy stematic treatment of the ‘disease’ was attempted till 
seventies of the last century, Avhen the indebtedness 
of the Deccan ryots, who had been the victim of great 
vieissfAides of fortune almost since the conquest of the 
Deec4i, rose to such magnitude as to demand prompt 
lemslalive action. Their accumulated indebtedness, 
asrgramted by the cotton crisis in Bombay, culminated 
in serious agrarian distiirhances in-the year 1875 ; and 
the Government of India being awakened to the gravity 
,of the problem redressed the situation by the enactment 
of a law for the relief of the Deccan ryots. This couditiog 
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of indebtedness ^yas not confined to Bombay alone. 
The Parniiie Commissioners of 1882 and 1901 drew 
prominent attention to the wide-spread character of this 
evil and suggested various legislative and executive 
measures to remedy it, among which were : (1) an altera¬ 
tion in the jn^actice and procedure of ciinl courts and 
the institution of special courts and agencies for tlie 
cheap and summary disposal of suits against agricultural 
borrowers ; (2) restrictions on the alienations of lands ; 

(3) the establishment of co-operative credit banks ; and 

(4) the introduction of a large measure of elasticity in 

the collection of land revenue. The lirst h?id alreadv 

♦ 

been incorporated in the Deccan Agriculturists’ Relief 
Act ; the second was found suitable for special areas sucb 
as tlie Punjab and Eundelkbund ; the fourth was adopted 
as a general exccutiv^e measure in almost all provinces ; 
and the third were introduced by legislation for the pur¬ 
pose of providing facilities for cheap credit to the ryots. 
A measure, akin to this, liad been proposed in 1884 by 
SiK W. Wkbdeubtjen, tiieu a District .Judge in the Bombay 
Presidency. It consisted in the establishment, as an ex¬ 
perimental measure, of an agricultural bank in Pooiug 
which was intended to take over the functions of the 
village money-lender on condition that it should restrict 
its dealings with only the solvent class of cultivator's and 
supply to tliat body capital on definite terms to be appro¬ 
ved by Government. The proposal was, how^ever, nega¬ 
tived by the Secretary of State on the score of its financial 
unsouudness. The co-operative credit societies wdiicb 
w'ere established in 1903, on the urgent and emphatic 
recommendation of the Famine Commission of 1901 were 
designed to utilise the combined credit of the agricul¬ 
tural population for the purpose of making loans on 
their own responsibility to their fcllow incu at a small 
rate of interest. The measure has proved an unqualified 





success ; and it is estimated that it has saved the agricul- 
tui-ists Es. 10,00,000 in interest on every oroie lent out 
l)y the societies. A .short history of this movement is 
given on pages 111-19. 

An interesting and instructive account of the co- 
o])erati\'e credit movement in Europe is given in Chapter 
V (pp. 283-lOG) Av{iich contains selected extracts from 
the valuahle Reports of Sik P. A. Nicholson published in 
Madras in 1885 and of Mu. J. E. Cahill, published as a 
lilue Book in 1913. In the same chapter has been inclu¬ 
ded, as a subject of comparative study, an account of 
the Egyption systenf of making agricuHural loans. It 
consists in the Government’s enlisting the co-operation 
of a private Bank for providing borrowing facilities to 
the fellaheen and differs essentially from the co-operatii’^e 
credit system. The Avhole financial responsibility for 
these loan tran.sactioiis rests rvith the Bank, Avhich, 
financially assisted by Government, distributes the loans 
through its own officers, the Government having no 
pecuniary interest in the ojierations. The part played 
by the latter is limited to the collection of the Bank’s 
dues through the officers Avho collect the land-tax, the 
Bank being thus saved the cost and responsibility of 
collection. It will be remembered that it was geneiallv 
predicted that a similar system woidd prove a failure in 
India, although it had worked well in Egypt ; the reason 
apparently being that the volume of operations and the 
area of territory over which they extend in the latter 
country are much smaller and of more manageable 
demeusions tlinu could possibly be d('alt Avitli by a Cchtral 
Bank in India. 

The compilation is designed to lie a source-book and 
guide for advanced studen Is and teacheiss who , desire to 
prosecute a special study of the subject, and I hope 
to follow it up, under the auspices of the Calcutta 
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University, by simiJar compilations on some of the most 
important and fascinating subjects, such as Land 
Iteveiuie. Provincial and Local Pinance, Ifainine, Cotton 
Duties &c. 


Dakbhamga Building, ^ 
Decemher 24, 1914. j 


S. C. RAY. 


TABLE OP CONTENTS 

CHAPTER I 


IXPKBTEDNPSS OK Til K IjA > 01101,01 NO (^/.ASSKS 

(i) Extracts from tJie Kc} ort of tho Deccan Kiots Com¬ 
mission^ 1875, on the extent, nature and causes of 
indebtcdnesfl in the Deccan 

(ii) Extracts from the Famine Commission's Report, 

.18S0, on the causes of, and remedies for, a^ric\iltnral 
iiidehteclness ... 

(iii) Extracts from the Famine Comnnssion^s Report, 

1901, on the itidebuMlness of tho Bombay ryot 

CHAPTER JI 


(jRANT OK Loans and Advances to AcmicrLTiTMSTS. 

(i) Extracts from the Proceeding’s of the Gov'ernor- 

Oencra]\s Council, dated 50bh December, 1870. 

Sir John Stjiaciiey’s speech on the Agricnlturists’ 
Loans Bill ... 

(ii) Extracts from the Proceedings of the Oovernor- 

Geuerars Council, dated ‘^8tli Septem])er, 1871. 

Sir John Straohey^s speech on the Land Improvement 
Loans Bill 

(iii) Extracts from the Famine Commission’s Report, 

1880, on Ijfintl Improvement Loans ... 

(iv) Extracts from the Proceedings of the Governor- 

GeucraPs Council, dated ;l6th October, 188^, 

(ri) Mu, CrosthWAITERS spcocli Oil llic Agricultiiml 
Loans Bill 

(6) Governou General^s speech on the Agricnltura] 
Loans Bill 

(v) Extracts from the Proceedings of the Governor- 

General’s Council, dated 4th January, 1884. 

SiK S. Bayley’s speech on tlie Agriculturists’ Loans 
Bill 


Pa( ; Es, 

1—19 

20~ry2 

83—89 

40—48 

44—48 

49—58 

54—58 

59 

60 


mister 





TABLK 01' C0N'n?XT9 


(v> l^vtraei.s from tlio f'mnino (’on)mi^^^^on b 

m\. 

Advances by Government 

(vi) Extracts from the Irri<»'at;ion Conimission’s Report, 

Loans for A jn;ricuUiira.l 1 mpruve»nent 

(vii) Ilcsobition of the Govern men t of India^ dated 
November, UiOo. 

Principles on vvld'di the system of loans and 
advances to euliivators shonid be worked 
(vlii) Extracts from the Tjand Iinproveinentr Loans Act, 
It) of 1883 

(ix) lilxtracts from the Agriculturists^ Loans Act, of 

1884* 

(x) Extracts from the ’Notification of the Government of 

Bengal, dated 23rd March, 1909. 

(a) Rules under ^he Land Improvement TiOiins 
Act, 19 of 1883 

(^) Special Rules under ditto 

(c) Rules under the Agrieultiirists’ Loans Act, 12 

of 1884 

(d) Tables for conciliating instalments of re-payments 

of Loans ... ... ‘- 



01—63 

07—87 

88-100 

101—103 

104 

105—112 

113—119 

120—125 

120—27 


CHAPTER III 

Rulikk of Indebted Aoricultorlsts 

(i) Extracts from the Proceedings of the Governor- 

GeneraPs Council, dated 20th June, 1878. 

Alu. Cockereli2s speech on the Bombay ludehted 
AgriculturistsMielief Bill ... 135 

(ii) Extracts from tbe Proceedings of the Governor- 

GeneraPs Council, dated 17lb July, 1879. 

Srii T. lIoPK^s speech on tlie Deccan Agriculturists^ 

Relief Bill ...^ • • ■ 

(lii) .Extracts from the Protieediugs ot the Go\'erii(>r- 
GeneraPs Coimeil, dated 24th October, 1879. 

Sir T. Hope’s speech on the Deccan Agriculturists’ 

Relief Bill .. ... 179-190 


WWSTffy 


TABLE OF CONTENTS 





CHAPTER IV 

Restrictio.vs on the Avhenation of Lands 


(1) Extracts from the Proceeding's of the Governor 
GeneraPs Council, dated '27tli September, 1899. 

(a) Sia CriAia.ES lliVAz's speech on the Punjab 

Alienation of Land Bill ... ... 19 ]—200 

(/5) Ltf.utenaxt GoveknoiPs speech on the Punjab 

Alienation of Land Bill ... ... 201—202 

(ii) Extracts from the Proceedings of the Governor 

General’s Council, dated 10th August, 1900. 

Sm Charles Eivaz’s speech on the Punjab AHenu- 

tion of Land Bill ... ... ... 203_210 

(iii) Extracts from the Proceedings of the Governor 

GeneraPs Council, dated 19th October. 1900. 

(«/) IjIKutfnant GoviciiNOtt's speech on the Punjab 

Alienation of Land Bill ... ... 211—217 

(4) Sui Cjluiles Rivaz’s speech on the Punjab Alie¬ 
nation of Land Bill ... .. 217—224 

(e) Governor G enerat/s speed) on the Punjab Alie¬ 
nation of Land Bill ... ... 224—230 

(iv) Statement of Objects and Reasons of the Punjab 

Alienation of Land Amendment Bill, 1906 ... 231—234 

(v) Extracts from the Proceedings of the Punjab Council, 

dated 2oth October, 1900. 

Mr. Gordon’s speech on the Punjab Alienation of 

Land Amendment Bill, 1906 ,,, ... 235—242 


CHAPTER V 


Provision of Borrowing Facilities 

(i) Despatch from the Governor General in Council to the 
Secretary of State, dated 31st May, 1884 on a 
proposal for establishing Agricultui-al Banks . . 243—249 

(ii) Reply of the Secretary of State to the alxjve ... 249—254 

(iii) Extracts from the Famine Commission’s Report, 

1901, on Agricultural Banks ... ... 255_2C1 

iv) Statementof Objects and Reasons of the Co-oj)erative 

Credit Societies’ Bill, 1903 262_264 





table oe contekts 

(v) Extracts from the I’roccefHngs of the Governor 
General’s Council, clate<l ^^rtl October, ISO’}. 

Stit. D- Ibbktsox’s spceeii on the Co-operative Co-edit 
Societies' Bill 

(v'i) Statement of Objects and Reasons of the t-o-opeiati\e 
Credit Societies’ Act Ainendnicnt Bill, 1911 
(vii) Extracts from the Procoe-dinga of the Governor 

(Jeneral’s Council, dated 1st March, 1911. 

Stu Xl. Caiu.yi.k’.s f]M;ech on the Co-operative Credit 

Societies’Act Amendineiit Bill 

(viii) Extracts from Siii E. A. Nicholson’s report on 
Agrienltunil Banks. 

(,() Alelliods and prineiides of organised credit in 
Euroiie 

(/;) Analysis of hlurojiean Tjaiid Banks 
(e) Credit Agrieole 
(/Z) Popular Banks 

(e) Scifri,zn-l)i'T.ira.sc'i Loan Societies 
(/) llvlFT-EiSEN Credit Cnions 
{//) Popular Banks (Lc/,/..vrvi) 

(/}.) Afadi-as Loan Societies (Isidliis) 

(*) Beeommendati'liis 

(ix) Extracts from the Report hy Mr. .1. R. CuiiLt. 
on . Agricidtnral Credit .and Agrieullural Co-operation 
in Gerniaiiy (Ed. t>0:it3 of lOLl). 

{it) Mortgage (rjoiig-tenii). Crwlit 

(4) Personal (Sliort-term) Creilit 

(x) Extracts from the Proceedings of the Coi.ferences 
of Registrars of Co-operative Credit Societies. 




:2C.o- 
27 (i- 


-275 

-277 


278—282 


28.8- 

29(1- 

805- 

808- 

812- 

819- 

811- 

816- 

871- 


371 - 

889- 


-295 
-805 
-808 
-812 
-319 
-814- 
-81.5 
-871 
-375 


-389 

-406 


(i) Fourth €< inf^rcHce, 

(o) Sir R. Caiu.yle’.s speech 

(4) How Ix'st to encourage the assistance of non- 
ofHcials 

(c) Or<ranisation C'i‘ ep-operative stores and dovelop- 
nxeut of other forms of co-opemlioii 
{2) Yiflh Confervf)c€. 

nance and control of co-opeititive credit societie?^... 
{3) Seven!/i Conference, 

Co-opoi’ative bankp and popular education ,.. 


107—409 
410—414 
115—420 
40 |_ 4,25 
420—44.‘? 






TAMLE OF CON'J’ENTS 


Co-operative Credit Societies 

(xii) Extracts from the Admiiiistiution Reports of 
Soudan on tlic Ej^yptiaii syshmi of 
making loans to aafricultnrists. 

(a) Iteport of 1895 
(i) „ 189(i 

(c) „ 1898 

(d) „ J899 

W „ 1901 

(/) » 1902 


Apprnbix I. 


Extraofs from a Miiintc of Sir Rn iiAKn TKJipr.K, dated 
SOth Aiif^nst, 1878, on the Deccan Affricultnrists’ 
Relief Rill 


Appendix 11. 


(i) Dcsimtch from the Secretary of Slate to the Covern- 
m(‘nt ol India, dated tlie 2fith December, 18?S, on 
the Doeean A<yiiculturista' Relief Bill 

(ii) Despatch from the Secretary of State to the Gover- 
nor-in-Coutieil, Bombay, dated the 2tlth December, 
1878, on the Deccan Agriculturists' Relief Bill 


%L 


xi) Extracts from the Report on the Moral and 
Material Progress of India, Decennial Issue, 19D3. 


444—HO 


450—4.51 

452 

453—4.54 

45 . 5 ._ 4.04 

40.5—466 

467—468 


1—6 


7—14 



mtSTffy 


%L 



Sir. D. Ibbrtsox’s speech on the Co-operative Credit 
oeietics^ Bill 


(vi) Statement of Objects and Eoasoni^ of the Co-oporativc 
Credit Societies^ Act Amendment Bill, 1911 


(vii) Extracts from the Proceedings of the Governor 
(jeueruPs Council, dated 1st March, 1911. 

Sill ji. Carlylk's speech on the Co-operative Credit 
Societies’Act Amendineni Bill 
(viii) Extracts from Siu E. A. NimonsoN’s report on 
Agricultural Banks. 

(./) Methods and principles of orfiraiiised orc<lit in 
Europe 

(^) Analysis of European Land Banks 

(c) Credit Agricolo 

(d) Popular Banks 

{e) ScHrT//n-Di:r.TTZSCU Lo5in Societies 
(/) Bauteisen Credit I hiions 
(fjl) Populai Banks (Lez/.Arri) 

(//) ^laclms Loan Soeieiies (Tsidhis) 

(/) IhKJommendations 

(ix) Extracts from the Report by Mr. J. R. CAniLi. 
on Agricultural Credit and Agricultural Co-operation 
in Germany (Ed. ()0;i0 of 19B3). 

(a) Alortgage (fjong-teru)) CriKlit ... 

(I/) Personal (Sliorl-terrn) Credit 


(x) Extracts from the Procooding’S of the Conferences 
of Registrars of Co-operative Ch-edit Societies, 


(1) Four Ik Confrrenee, 

{({) Sir R. Cartaive’s speech 

{h) How host to encourage the assistance of non- 
officials 

(c) Organisation of eo-o[>erative stores and develop¬ 
ment of other forms of co-fjporatiou 
(S) Fifth Cotfervnee. 

P'inance and control of co-opemtive credit societies... 
(Ji) Seventh Conference, 

Co-opemtive banks and popular education 


£05—275 

27()~277 


278—282 


£83—295 

290—30.5 

305—308 

308—312 

.‘312~-319 

319—311 

311—315 

310—371 

371—375 


37 i—389 
389—406 


.107—409 
,ri0—414 
11.5—420 

4oi_.i.o5 

420—44?? 



WNIST^^ 


i' 

y TABLE OF CON'I'ENTS 

d) Extracts from the Report on tlio Moral amt 
Matorial Progress of India, Decennial Issue, It)];!. 

Co-oporatiA-e (-reilif Societies 

(xii) Extracts from the Admitiistration Ri-ports of 
Soudan on the Egyptian system of 
making loans to agriculturists. 

(a) Report of 189.5 

(I') „ 1890 

(<-■) „ 1898 

W » 1899 

(c) „ 1901 

(/) » 1903 

Appendix I. 

Extracts from a Minute of Sir Ricii.aru Tempek, dated 
-iOtli August, 1878, on the Do'cean Agriculturists’ 
Relief Bill 





41.4—119 


450—451 

453 

45.8—454 
4.55—401 
405—460 
407—408 


I—C 


Appendix II. 

({) Dospateh from the Secretary of State to the Oovern- 
meiit of India, datc'd the 2 (Uh December, 1878, on 
the Deccan At^riciilturists^ Helief Bill 7 

(ii) Despatch from the Secretary of State to the Gover- 
nor-in-Cou!u.*iI, Bomlni}', dated the ^tjtli December, 

1878, on the Deccan Agriculturists* Rcdief Bill ... 7 _ 14 





CHAPTER I. 


INDEBTRDiTESS OF THE LAND-HOLDING CLASSEft. 

\Exlrach from the Report of the Deccan Riots Commission^ 1875,'] 

The earliest recoixl shows that indebtedness was common among 
the Deccan ryots when their country came into our hands. 
Commissioner Chaplin reporting on the newly acquired Deccan 
districts in 182'2, writes:— 

Tlie ryots in many villages, though usually frugal and provident, 
are much in debt to soickars and merchants owing to the oppression 
of the revenue contractors ; many of these debts are of long standing, 
and are often made up of compound iatereet-and fresh occasional 
aids wliich go on accumulating so as to make the accounts exceedingly 
comjilicated; a ryot thus embarrassed can seldom extricate himself. 
His exertion may be compared to the hellish torments of Sisyphus, 
wim had no sooner rolled his burthen to the summit of the hill than it 
fell back tijx)n him with redoubled violence. * * * The Miras^ fields 
of ryots are sonictimes mortgaged for these debts. 

Again he writes : ^^The Collector of Ahraednagar, notwithstanding 
some embarrassments, is of opinion that there is an universal tone of 
satisfaction among the ryots resulting from the improvement of their 
condition, and he thinks that they are gradually extricating them¬ 
selves from their difficulties. The general feature of the picture is 
correct, but it is perhaps charged with colours a little too brilliant. 
He thinks that complaints against them from the sowkars are 
decreasing, hut this circumstance is parily to be ascribed to many of 
these debts having been declared inadmissible. 

These debts were of two kinds, public and private. The public 
debt of the village community arose usually from advances or loans 
made by the Mahratta Governm«mt to be recovered \vith interest from 
the revenues of villages assigned to the State creditor ; the private 


♦ Uirast tonnre compriaed a right of oc< upancy at tho cnetomary rate and other 
privileges distinguisliing it from the ordinary tenancy-at-will. 
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debts were the result of the system before mentioned by whlcli tlie 
collection of the State dues was made through sowhars, who 
usually recovered in kind what had been paid in cash and drafts. 
The great mass of ^he agricultuial population had no such 
interest or title in their land as to affoi-d security for large debt. 
Mr. Chaplin indeed mentions that Miras holdings are sometimes 
morgaged/^ but in another place he estimates the selling value of 
miras land at not more than S or 3 years^ purchase, and states that land 
yielding Rs. 200 of gross produce can seldom l>e mortgaged for more 
than Bs. lOO. The usual and recognized method for recovery of debt 
was for the sowkar to send a Mohosul, that is, a servant whose main- 
tenance had to be paid daily by ^.he debtor, or to place a servant in 
^^Dharua'^ at his door, (which is the process called ^^Tuquaza^’ by 
Mr. Chaplin,) or to confine the debtor in his house or otherwise 
subject him to restraint and even severer measures. It is plain that 
such methods could hot be put in force against any but the hiiinhler 
class of debtors, and doubtless the ordinary dealings of the sowkar 
iitid ryot were liased rather on the ascertained result of experience, 
teaching each his own interest than on any power of compulsion in 
the hands of the creditor. The ryot^s constantly recun-ing necessity 
could not be relieved unless he maintained his credit by good faith ; 
and, on the other hand the sowkar had no support from without to 
look for in exacting more than a fair profit, which, considering liis risks, 
would be also a large profit. Honesty was the ryot's best policy and 
caution was a necessity to the money-lender. 

The condition of the ryot as regards his relation to the money¬ 
lender when British rule commenced may he summed up as follows : 

Jjere was a considerable burden of debt, and many of 
the ryots were living in dependence upon the sotokar, 
delivering to him their produce and drawing upon him 
for necessaries. 

end. —The ryot's pioiierty did not offer security for large 
amounts ; his cattle and the yearly produce of his 
land being the leader’s security, the mortgage of 
miras land wa»s rather a means by which the sowkar 
got a firmer hold upon the produce than ui>oii the 
land itself, for immovable property was not sold for 
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debt.^ and the miras title would have no value for a 
non-agriciiltural landlord . 

i3rd. — Kates of interest were very hig*h^ and much of the debt 
consisted in accumulations of interest. 

4tb.—The causes of indebtedness were chiefly the revenue system, 
and sometimes expenditure on marriages or saeh 
occasions. 

5th.—The amount of individual debt was usually moderate. 

Cth.—The sowkan wer<i usually men of substance maintaining 
establishments employed in dunning and looking 
after debtors. 

7th. —The creditor received little or no assistance from the 
State lu recovering debts, but had great license in 
private methods of compulsion. 

Causes of Debt. 



The estate of an ordinary Kunbi ryot, exclusive of his land and 
its produce, has been estimated by comjietent 
authority to be of little more than Rs. 20d in 
selling value; it will be somewhat as follows :— 


Poverty. 


Rs. 

Live stock 125 

Implements and utensils 20 

House 50 

Miscellaneous 20 


Total 215 


The recorded results of pei’sonal enquiry by the Coniniission 
prove how many of the }>opulation are 2 >osst'b 8 ed of less than the 
above average. With the except!')n of the land all the items 
of the estate are subject to deprociatio!), and imply yearly 
charges for maintenance and renewal. The jx^oplc being tlms 
possessed of very little beside their land, what kind of income 
does that yield them? The two crops —bajrf and Jowar —form 
the great bulk of the agricultural produce; in a large portion 
of the area under report they constitute -j^ths of the whole. 
Supposing that the minfall was sulficiently constant to ensure a 






INDEBTEDNESS OF THE LAND-llOLDlKG CL;SlSSES. 


rnodorate return every yoar^ it would siill be inevitable that the 
Kuubi should diuw the whole of his yearns income from land in the 
lump during the two mouths of harvest. As, however, there is one 
year of drought in every three, over much of the region, and a good 
crop also only once in three years, it follows that the income 
yielded to the Kunbi from his land is received m fuH triennially 
instead of annually. It is everywhere a serious aggravation of their 
ill fortune to the cultivators of indillerent soils tljat, their land yield¬ 
ing only one kind of produce, they receive the whole return in a lump, 
while better soils that admit of a variety of crop enable the cultivator 
to spread bis receipts over six months of the year. This evil 
is intensified for the ryots of the disturbed districts by their capri¬ 
cious climate. It is hardly possible to conceive any eouditions more 
certain to produce indebtedness among the poorer classes than these. 
When to these conditions is added the variation in the value of tlie 
ryot’s produce which le<aves him in absolute imcertainty at seed time 
what bis crop will be worth if he get one, it is apjiareiit that no great 
degree of improvidence is needed to acciouut for his indebtedness, but 
rather that considerable industry supplementing the income of agri¬ 
culture, and cousideiable frugality in living must be presumed in order 
to account for the large number of Kunbis who are not burdened with 
debt. 


It would be idle to that improviclenee does not exist as a cause 

of indebtedness. It consists however rather in 
Improvidence. . , , . i i i 

the short-sighted imprudence or an ignorant class 

ready to relieve present necessity by discounting future income on any 
terms, and unable to realise the eonsecpiences of obligativ)ns foolishly 
contracted, than in an extravagant expenditure or misajiplication of 
income. The results of the Commission’s enquiries show that undue 
prominence has been given to the expenditure on marriage and other 
festivals as a cause of the ryot’s indebtedness. The expenditure on 
such occasions may undoubtcTlly be called extmvagaut wlien com¬ 
pared with the ryot’s means, but the occasions occur seldom, and 
probably in a course of years the total sum spent in this way by an^ 
ryot is not larger tlian a man in his position is justified in spending 
on social and domestic pleasures. The expenditure forms an item of some 
ihiportance in the debit side of his account, but by itself it mrely 
appears as the nucleus of his indebtedness. The sums usually sj>eiit on 
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lh(?sc occasions have probably been over-estimated, or the oi^eratioii of 
other causes in producing’ debt has been overlooked by the oflicers 
who have attributed the ryot’s burdens so largely to this cause. Tliis 
oversight would indeed be a natural consequence of the fact that it is 
only ou marriages or similar occasions that expenditure by a Kimbi 
comes under observation. The amount spent by a Kunhi of average 
circumstances on the marriag-e of his son is from Ks 50 to Rs 75, a 
sum which by itself even at 21' per cent, interest couhl be repaid with¬ 
out much difticulty if ids average margin of jirofit was not forestall¬ 
ed by other debt, and he M'^ere treated witli fairness and moderation by 
his sowkar. The constantly recurring small items of debt for 
food and other necessaries, for seed, for bullocks, for the Government 
assessment, do more to swell the indebtedness of tlie ryot than an 
occasional marriage. 

As a matter of fact the ryot’s surplus is, in the majority of cases, 
luheritod debt. already forestalled. Even tliose who are in fair 

circiiinstances and solvent have usually to main¬ 
tain their credit by handing over all that can be spared of their crop 
^011 account’ to their sowkar, and the poorer must do so under pain of 
civil process. There has never been a time when a large proportion of 
them were not under the burden of debt, and their present indebtedness 
is in great part a legacy from their forefathers. The enquiries of the 
Commission enable us to state with some measure of certainty that 
the chief cause of the present indebtedness of the ryot is ancestral 
debt:. 

It was liopsd that the psrnfianGnt titlo and tho li^ht assessiiiGnt 
guaranteed by the survey settlement would so far 
increase the ryot’s i>rofits, and stimulate his indus¬ 
try that, by degrees he would free himself from 
the debt which hung ronnd him. The increased 
pnxlnetion and the stimulus to agricultural enter¬ 
prise did indeed follow as anticipated, but 
debt instead of diminishing, increased. The 
facilities for recovery of debt offered by our civil courts had 
called into existence an inferior class of money-lendere dealing at 
exorbitant rates of interest with the lower strata of the agricultural 
poor. As the value of the ryot’s title under the survey settlements 
came tol>e recognized, and his ei^cruess to extend his cultivation grew 


Stiiniilua to bon-ow 
ing given by survey 
sottlemtmfc contempo¬ 
rary with stimulus 
to lending given by 
increosod facilities for 
recovery. 
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accordingly, a fresh start was given to the money-lender iu his 
competition with the ryot for the fruits of the soil. The bulk of thu 
people were very poor, and the capital necessary for extended cultivaticn 
could only be obtained on the credit of the land and its produce; exist- 
ting debt left but little margin of profit to the ryot even under the 
reduced rate of assessment This margin would go but little way to 
cover his increased needs for the stock, seed and assessineiit of new 
cultivation. While his return in produce for the first year or owo would 
l>e but nominal, even the most cautious could not be expected to 
wait for accumulation of profits to take up fresh land for fear that 
the more wealthy or reckless should be befoi'e-hand with him. This 
too sudden extension of cultivation following the survey assessment 
S! was prominently noticed by Mr. Hart in 1811, and in the Alimednagar 
District it was so excessive as to cause a rc-aetion in the third and 
fourth years after these settlements. 



The increase of the population taken as a sign of prosperity has 
been a subject of con gi-atillation with the ofiieers 
Iiicnise of Population. have recently^ had to deal with the revision 

of iissessmeut in the Pooua District. It is doubtless a feature iu 
the history of this region which, as much as any other, marks its 
changed condition during the last 30 years. The returns show an 
increase in population of about 45 per cent, iu that perio<l, and it is 


probable that the ratio of increase is progressive rather than uniform, 
as the spread of vaccination, sanitary precautions and facilities for 
medical treatment have reduced the virulence of epidemics, and 
improved communications have made dearths impossible and facilitated 
access to the markets for labour. Cultivation lias reached its limit. 
The area of six cultivated acres ]>ev head of agricultural population 
must, consitroring the precariousness of the climate, he taken to mean 
that the produce of a good season of but three am es is available to 
each person of the cultivating class, half of the area of six acres 
being deducted on account of bad seasons, and the average yield 
being thus reduced to about half a ^ood crop per annum. 
Companng this wdtli Guzorat, wdiere the rainfall is rarely 
deficient, we find that each member of the ryot's family here 
has yearly the net produce of three acres of 8 annas assesmeut, while 
in (ruzerat each iierson has the produce of two acres of Rs. 2-13-4 


.assessment, the former paying Rs* 3, the latter Rs. 5-11, to 
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Government, the net produce hointr in the case of the latter both of 
much higher value and having the additional advantage of not being 
received all at once. It has been estimated that the yearly cost 
of food and necessaries to each member of a Kunbi’s family is about 
Us. 25. Admitting that the food consumed by bis family does not 
cost the ryot the market value, it is nevertheless plain from the figures 
of estimated yield* of land, that in a year of average rainfall his 
receipts from six acres—two of each kind of soil— will leave a very 
narrow margin for Government assessment and exi)enses, amongst 
which the interest on the sotokar^s loans in bad years must count as 
a current and unavoidable charge. 

The deficit which frequently exists is made up by the produce of 
Profltice of laod not ^tock and of the daily, and by the labour of the 
Kuubi'J'Sf Kxinh\ and that of his family and liis cattle. In 

illustration of this it may be noticed that the 
Collector of Ahmednagar reported that, owing to the drought and 
failure of crops in 1871, the agricultural population had to a great 
extent left their villages in search of labour for their maintenance. 
This exported labour must be looked upon a.s maintaining the solvency 
of the district, for little else is exported. The railway is not used for 
the export of produce. As stated by the Superintendent of Siirvej^ 
regarding the ryot? of Bliimthari District, the practice is to save the 
surplus of a good season to meet the deficiencies of bad years. A little 
produce is sent to Poona in carts for local consumption, but the food 
gi*ain of the region is consumed by the inhabitants. 

The normal effect of a pressure of population upon land is that, so 

Indtistry and enter- ^ extended cultivation has reached the 

prise being discouraged limit of profitableness, the cultivating' class 
bj pressm-e of del)t, . . 

production is not in- eudoavours by imj)roved agriculture and increased 
industry to obtain more from the soil. This 
result is under the present conditions not to be looked for lierc : on the 
contrary, there is a widespread belief thfvt land is not so productive as 
it used to be. That their present state of indebtedness prevents the 
ryots from making efforts to irnpix)ve the onttnrn of llieir land, there 
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cati be uo doubt. Writiiig of tbe Ahmednagav ryot more than 
20 years ago, Lieutenant Burgess of the Survey says, “As long as 
the ryot is in the bauds of the money-lender, how can be prosper, 
being so involved ? Should he do so, bis prosperity would only make 
the usui*er tbe richer without materially, it at all, increasing his own 
resources.” This lesson the ryots have .apparently now learnt; they 
find that the lands broken up and the wells dug with borrowed capital 
yield a profit only to the sowkar. To use Sir G. Wingate’s words, 
“the ryot toils that another may rest, and sows that another may 
reap.” The result has been well shown in a report from the Irriga¬ 
tion Department dated 16th June, 187.5. It ivas found that the ryote 
did not use the water of the Lakh Canal, an important irrigation 
work in the Abmednagar District. The Executive Engineer for 
Irrigation reported to Colonel Morrimaii, tlie. head of his department, 
on this subject as follows“While on the canal I questioned the 
ryots closely, and they stated fcliat, without exception, they were all 
deeply indebted to the money-lenders, who get as much as possible in 
the shape of interest on money lent out to each land-holder at harvest 
time. They stated that a very laige portion of the value of each crop 
goes towards paying interest on their debts, and that they are dis¬ 
couraged from taking more trouble than necessary with the cultivation 
of tb.oir land. I consider it is very probable tliat this is the reason why 
so little is done towards extending irrigation on tiiis canal.” The 
Assistant Collector in charge of the District, Mr. Blathwayt, writes 
on the same subject to the Collector of Abmednagar “I believe the 
fact is that the holders of laud under the Lakh Canal are geuerally 
poor. Their lands have been mortgaged to aoirkar., who take .away 
the products of the fields for interest of the money lent., and the poor 
landholders have to troub.lc themselves for noti.ing ; they have to pay 
for the water, but could not get the profits to themselves, and conse- 
oueutly do not care to use the water.” On the above. Colonel 
Merriman, the Chief Engineer for Irrigation, remarks“The reason 
given by Mr. Blathwayt is a very sufficient one. The district is very 
thinly populated, and the indebtednes of the ^cultivators no doubt 

explains why the progress of irrigation is so slow.” ^ 

Whether the land itself now yields less than formerly it is im- 
.,5 possible to determine with certainty. Possibly 
1 Jt^dSiiiTiBhing. the belief generally held on this point is in some 

measuro due to the fact, that as cultivation extended until it embraced 
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the poorest and most unprofitable soils, the general avemge of returns 
[>er acre diminished. The estimate of the cultivator was formerly 
l>ased on the return of the better lands; he has now to include 
much inferior soil, but has not proportionately reduced his 
expectations. 

The following causes, however, may have opemted to decrease the 
actual out-turn of land in cultivation. A consequence of the payment 
of assessment by registered holdings instead of by actual cultivation 
is the disconi-agement of fallows. The ryot having nothing to pay 
for his wastes could well afford to let his land rest and cultivate 
portions in rot;ation. During the early period of our administra- 
tion, the lands of this region were largely devoted to grazing puq)oses, 
and there was no direct (lovernment demand upon the wastes so used. 
Tha,encouragement given to cultivation by thesurv'ey was accompanied 
by a cliscoui-agemerit to grazing, through the right of pasture being made 
subject to purchase from Government. The supply of manure from 
flocks and herds, the demand for which should have increased with this 
increase in cultivation, diminished, and doubtless with it must have 
dirriinished the fertility of the soil. 

Thus it will be seen that while increasing population demands more 
from tl.e land than it yielded 40 years ago, the conditions of agri- 
culture have not tended to increase its fertility, aud indebtedness 
has taken away the natiu^al motive to industry —the hope of gain— 
and thereby prev'ented relief from the increasing pressure being sought 
in improved cultivation. We are dealing now with the causes of in¬ 
debtedness, and have been le<l to dwell u])on one of its consequences; 
the case is only an illustration of the familiar fact, that the conse¬ 
quences of an evil often tend to reproduce it 

aVnother nicthod in which relief from the pressure of increased 
Emigration ns a P»I^«lation might naturally be sought is emigra- 
rcBult of incr('a8(Mi tioii. The habits and instincts of the KunbI make 

population. . . , ‘ 

him most averse to leave his village except for a 
short absence, but in a remarkable case in which 19 cultivators 
with their families, in all 66 persons, most of them inhabitant 
of Poona District, and many from villages in the area under report, 
went into Khandesh hoping to find w^ork at Jalgaon, where there 
is a railway station with, large tratllc ; failing in this they 
were already on their march to Indore to apply for land under H H 




wmr/fy. 
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, Jolkar, when they were met by Mr. Pollen, the Assistant Collector 
in charge of the District, through whoso means they were settled on 
waste lands in Khandesh. The cause of their leaving their homes, 
they informed Mr. Pollen, was that ^‘their lands had gone and 
their creditors were merciless.’^ In this case it is true the emigration 
was directly caused hy the consequences of debt, and in so far as the 
creditors of these men Lad taken from them their yearly prodtiee or 
their property unfairly, so far was the pressure which forced them to 
emigrate due to other causes than the increase of population; but at 
the same time the operation of this cause is indicated. We find the 
natural course of events which follow that cause in their story, their 
yearly income failing, they lived on their capital until that was 
gone, their labour was not wanted for the cultivation of the land 


they had lost, and there was no other opening for them nearer 
home. 

The conclusion which we would adopt on the subject of the in- 
CoDolusionBM to the Crease of population as a cause of inclebtetiuess is 
inm^ape of population. that, had the agriculture of the district to su]»port 
only its own producers, including a fair interest on capital actually 
expended on account of the land, it would he sufficient, with the 
assistance of the wages of exported labour during the idle season and 
bad years, to maintain them at their present number, and larger 
returns might be obtained from the land by improved cultivation to 
meet a still further increase. But agriculture pays a heavy tax to 
to the sowiar, much of which neither represents expenditure 
on account of the land nor ever returns to the land ; such holdings 
as pass into the hands of the sou-kaT will not, under hired 
labour, support so many persons as lands cultivated by propriekirs, 
and these holdings are yearly increasing. Revisctl assessments have 
already in a portion of this region reduced the margin of the ryof s 
profits and thrust his creditors demands further upon his capital; the 
revision of the remaining districts will make this encroachment more 
general than it is at present. It is not to be exiHJctcKl that increasing 
population will pro«.hice improved outturn; the demands of the creditor 
arc sufficient to absorb any increased return, and the profit of labour 
invested will go to the sotekars to the discouragement of such invest¬ 
ment by the ryot in future. Without such improvement in 
agriculture the return from the land nnist be expected to diminish 
rather than increase. 



Another cause of the increase of indebtedness is the facility with 

Xiicroaso of money. money-lending claiJS can command the 

lenders and money- assistance of tbc law in the recovery of debt, and 
lending Uusinoss. i n • ** » 

eoiisequont upon that facility^ an expansion of the 

ryot^s credit^ inducing numbers of small capitalists to compete for 
investments in loans to the Kunbi. We have already quoted Sir G. 
Wingato^s remarks on this point, although at the present time other 
causes liave combined to impair the ryot’s credit, still one material 
cause of his present condition must undoutedly be sought in the state 
of things described in 1853, and since that date other causes have 
operated to aggravate immensely the evil which was then 
discerned. Whatever facilities were afforded by the law to the 
creditor in. 1853 have l>cen greatly enhanced by the introduc¬ 
tion of the present procedure in 1859, and b}’' the punctual 
conduct of judicial duties now exacted from the subordinate courts, 
ivhile tlie .yot’s credit has been enhanced by the addition of his land 
and agricultural stock and im])lements to the security liable for his 
debts. 


The introduction of compulsory registration of deeds dealing with 
immovable property in 1885, protected the creditor from attempts to 
repudiate or dispute a registered boud. In the meantime the lyot’s 
estate had risen in value, and new cultivation offered securities for new 
loans; his personal solvency \vas assured by the large demand for 
labour on the railway and other public works, and his title in his land 
was, in 1865, recognized and secured by an Act, which confirmed the 
rights vested in him by the survey settlement. The American War 
from 1862 to 1865, while, on the one hand, it poured money into the 
country to seek investment, on the other hand, raised to an extravagant 
pitch the value of agricultural securities. To the above causes tending 
to attract capital to the business of agricultural money-lending, 
we may add that in the dearth of other industries in this 
country with a population whose vrants embrace little but the 
merest necessaries, capital which under other conditions would 
find employment in trade or manufactures, here naturally turns to 
agricultural investments, and almost the only course open to the 
clerk or servant who has saved a little money in a village sowkar^s 
employment and desires to earn an indci>endent living, is to set up 
in the same business himself, preferably in the place where he is 
already known. 
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The eiifiihries of the Cominissiou liave made it clear fliat the 

. . , . smaller class of totckars, who are also the most 

Incroaso m »n/«rior • i i i 

kind of inoney-iending unsoriipijlotis, have increased very considerahly 

ba»inesB. during the last ten years, and that it has been 

a coinmcn practice for the ryot to borrow from one goi/'kur to pay 

another, or to borrow from two or three at a. time. A result or this i.s 

that in the competition with inferior members of their class even 

respectable »owkars are obligeil more and more to resort to the methods 

of swelling the debt and coercing the debtor practi.sed by them. We 

here again quote the letter of Sir (i. Wingate describing the change in 

the relations of the jiarties: — 

"The pros|>erity of the ryot is no longer necessary to the 
prosperity of the village money-lender. 1 he latter aas no longei 
occasion to trust to the good faith or honesty of the former. Mutual 
confidence and good-will have been succeeded by mutual distrust 
and dislike. The money-lender has the ever-ready e-xpedient of a 
suit at law to obtain complete command over the person and 
property of his debtor. It becomes tlie interest of the former to 
reduce the latter to a state of hopeless indebtedness in order that 
he may be able to appropriate the whole fruits of his industry 
iMjyond what is indispensable to a mere existence. This he is 
enabled without difficulty to do. So long as a ryot is not much 
involved, the money-lender is reiwly to afford him the means of 
>' indulging in any extravagance without troubling him at all about 
future repayment. The debt may lie over and lie may cbooso 
his own time for repayment. The simple and thoughtless ryot is 
easily inveigled into the snare, and only becomes aware of Ins folly 
when the toils are fairly around him and escape is imimssible. From 
that day forward he becomes the boud.sman of his creditor. The latter 
takes care that he shall seldom do more than rerluee the interest of 
his debt. Do what he will, the poor ryot can never get rid of the 
priiiciiial. He toils that another may rest, and sows that another may 
reap. Hope deserts and despair possesses him. The virtues of a free¬ 
man are supplanttsi by the vices of a slave. He feels himself to be 
the victim of injustice and tries to revenge him.self by cheating his 
oppressors. He cannot get into a worse, position than he already 
occupies, and becomes reckless. His great endeavour is to despoil 
his enemies, the money-lenders, by borrowing continnallj . AVhen he 
has got all that he can from one, it is a triumph to him if by any 
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[ount of )ie.s and false i)romi8es he can ^rot somethiuo* more from 
another. When he has two creditors there is a chance of their light¬ 


ing with each other, and that during the fray he may bo aide to snatch 
a portion of the spoil from both/^ 


Extent and nature of indebtedness. 


In the foregoing pages we have endeavoured to sliow that the 
of pro^^on8 condition of tl.e Lulk of the ryots in the 

chapters, disturbed districts is one of indebtedness; tliat, 

owing* to causes, some natural and others the result of our admiriis- 
tration or of internal circumstances, this indebtedness had grown to an 
extreme point during the ilO years preceding the riots; that many 
3 ^ears ago elements of danger to the public jKjace were detected iu 
the temper of the ryot smarting under the consequence of his debts; 
lastly, that these consequences, averted for some time by the ti-anslenl 
prosperity of the American ^Var period, returned with multiplied 
force during tlie six ycal’s preceding ilie riots. 

The extent of serious embarrassment through debt can be ascer- 

Analysis of ouibar- gained wiih fair accuracy from the euquiHoa of 
1 -aasmentin 1*2 villages, Comruissiou. It appears that about one- 

third of the occupants of Goverument land are eiabari*assed with debt, 
that their debts average about eigliteen times their assessment, and 
that nearly two-tlurjs of the debt is secured by mortgage of land. 
For villages the results in figures are as follows :— 


Totfil namber of Government occupanU 
Number of Do Do embamissed 

Asscssinenfc payable on their holdings 
Amount of ch‘bi8 on persona) security 
Do on mortgage of land 


1,876 

02H 

lU. 10,f503 
1,18,009 
,, 76,233 


The proportion of kliatm indebted to the total number of hhaliU 
in these villages is 28 })er eont. The total debt is more than eighteen 
times the assessment. Of the occupants in embarrassed circumstanci^, 
about tvvo-tliirds hold land of less than Rs. 20 assessment. These 
figures entirely confirm the opinions stated to the Commission ou the 
subject by the local officers, and tallv in great measure witli tlic 
results of investigations into indebtedness in other districts. It must 
be noted that the amount of his assessment is not an absolute 
standard of a ryot^s solvency. Many cultivabi the lands of 
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Wuttaiiclai's or Inatnders in addition to their Government holdinffs 
and the assessment cl(^s not show any addition for well irrigation, 
though the share in a well is a property of some value, and, as such, much 
sought in security for debt. Of the cultivators not included among 
the embarrassed class, some are in good cireumsbincea, but the lowest 
stratum is but little removed from embarrassment; continuous bad 
seasons or further fall in prices would rapidly swell the proportion 
of ombarrasseil to solvent ryots, for there is no hard line between the 
28 per cent involved and those above them. 

The extent to which land has been lost to the cultivating class 
cannot be determintn:! with accuracy, for much land is held in mort¬ 
gage, of which tlie occupancy is not transferred to the mwkar. In 
the villages scrutinised by the Commission in the Ahmednagar 
District, it was found that about one-eighth of the oceupancies had on 
an average been tran-sferred ti^ sowharsy namely, that the direct assess¬ 
ment payable by sowhirs for land W'^as about one-eighth of the whole 
demand on the village, but this only repioscnts the amount of land in 
their occupancy as Government tenants. Tlie increasing extent to 
which land is passing from the Kunbi to the sotvkar has been illus¬ 
trated above by the growth of the money-lender’s kkaias* These 
properties have been acquired within the last 20 years, and for the most 
part within the last ten years. In 1854 there were six suits on 
mortgage bonds of immovable property in the Court of Talegaon in the 
disturbed district of Poona, of which four were against Kiuibis; in 
1872, there were 192 suits of this description, of which 148 wxre 
against Kunbis. In the other courts having jurisdiction in the dis¬ 
turbed portion of Poona, three decrees were issued on this class of suits 
in 3 854, of which two were against Kunbis; in 1872, 98 decrees 
issued, of which 69 were against Kunbis. 

It IS difficult to ascertain with any certainty the selling value 
of ordinary ryots’ occupancies in the region under report. There are 
few hona-iide sales for cash, the returns of the Registration record 
are valueless for this purpose, and the revenue sales of defaulters’ 
holdings are, for other reasons, little more reliable. The estimate 
may j)erhaps be hazarded that an average of seven years’ assessment 
of dry-crop land would be a good price to the seller at present. 
Irrigated land would fetch a much higher price, j)ossibly up to 16 or 
20 years’ assessment. Taking the debt of the 12 villages dealt with 
above, Its. 1,91,242, we find it is due from occupancies of its. 10,603, 
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a liberal estimate of tlie selling value of these ocei 
would not exceed an average of 10 years' assessment, and it is plain 
that the debt is nearly double the capital value of tlie land to 
an ordinary purchaser. ^Phe solution of this apparent anomaly is that 
the amount of the debt as represented in the bonds lield by the sow- 
Hr is far more than the real value of the consideration which has 
passed, and the sowkars in no case expect to be paid in full; secondly, 
that the ryot's land is often more valuable as security to the sowkar than 
it is as an ordinary investment to a purchaser; for, through the great 
reluctance of the ryot to sever all connection with his land, the soiokar 
is able to exact more than the ordinary rent; and thirdly, the laud is 
not the only security which the sowkar holds; the law gives him a 
command not only over the debtor’s immovable projxTty, but over 
hia labour and the labour of his family. 

The nature of the dealings. 

The transactions between sowkar and rj'ot are all conducted 
by means of bonds; an account current is hardly known. 
There is usually a del>t of long standing, probably inherited, the 
interest of which makes a yearly debit. Besides this debit there 
are the retail transai^tions called iu the vernacular ^‘give and 
take", meaning that the debtor delivers his produce, or as much 
of it as he is obliged to deliver, to his creditor, and the creditor 
supplies his needs—clothing, jissesment, seeds, food, and cash for 
miscellaneous expenses. Eveiy now and then a larger item apix^i^s 
on either vside, a standing crop as yet unripe is perhaps sold after a 
valuation either to the creditor himself or another,—the creditor in 
the latter case getting the j/rice paid,—or a pair of hr blocks or cow 
and calf are given to the creditor on account; against this the debtor 
draws occasionally a considerable sum for a marriage, for the purchase 
of land or bullocks or a standing crop, or for the digging of a well. 
Bonds are continually passed as the account progresses, sometimes a 
bond is taken as a deposit, and the debtor draw's against it; or, a small 
transaction is included in a larger bond and the debtor is to draw 
against the balance. 

Marwari sowkars keep accounts, but often only in the form 
of a memorandum book, money-hn<lers not 
Sowicars acconntg. l^elonging to the tTUiling classes often keep 
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no accounts; but with all, the bonct is the reco^^nized reoord 
of the transaction. Bonds are never or very rarely made for large 
amounts. When a large amount of debt has to be reduced to pajx^r 
several bonds are drawn : thus a debt of Rs. 175 will be represented 
by one bond of Rs. 100, another of R:% 50, and a third of 

Ks. jJ5. Probably, the chief ^,>bject of this arrangement is that the 
sot'^kitr may have means to get a decree without much cost. A 

decree on the Rs. 25 bond will usually give him the power over the 

tlebtor that ho requires to compel him to meet demands on 

account of the entire debt of Rs. 175, and will not cost so much. 
Moreover, interest usually ceases on a bond being convei’ted into a 
decree, and it is not to the bond holder^s a^1 vantage to take a decree 
for the whole debt. When the debt has reached an amount for which 
the ryot^s personal security is not su/hexenri it is commonly converted 
into a mortgage of land; u here the ryot possesses 
Mortf,a|.,c8 of land, ^ ^ share ill a well, the well or share 

together with the irrigated laud are preferred as security. Sometimes 
a joint security of another ryot of substance is 
added to the personal bond ; in such cases the 
joint surety usna)ly has a direct interest in the loan, or as a near 
relation assists the debtor, or his security is purchased by private 
arrangement. Often before the mortgage of land is resorted to, there 
is a mortgfige of the debtor's house, bullocks, 
(i^her niortgaprea. crops, cart, or other movable property. When 

bullocks ars mortgaged, the debtor has to pay for their hire which thus 
bmimcs the interest of the loanr. When the mortgage of land is 
comjdeted it is usual in the Ahmednagar District for the right 
of occupamw to be transferred to the creditor 

Tran»f(*r of occn- 
j)au(*y. 


•loint Becnrity. 


ill the Government books. This is not the 
case in Poona. It is not easy, to trace the 
cause of tliis difference in the practice of the two districts^ but it 
is prolmhle tliat the assessment being lower in Ahmednagar, there is 
more to he s^ot out of CTOverumeut land, aud the Warwari^ who has 
almost a luonoiwly of money-lending in Ahmednagar, is harder and 
more exacting in his terms than the xoidar of the Poona district, 
while at the same time the ryot is, if possible, more ignoi-ant and help¬ 
less. It is not uncommon for the Ahmednagar ryot to continue 
})ayi ng the assessment of his land after he has transferred the right of 
oeciipaney to his mortgagee. 


miST/iy 
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Moffgage teuHnts. 


^’\'hen the land lias been tratisfened by mortgage, the mii-Hr al¬ 
most inrariably commences by leaving tl>e debtor 
in occu])ation as tenant, and a form of mortgage 
exists in which tlie profits of (he land really are all that is mortgaged, 
as tlie tenant is left in }xissession without any transfer or acknowledg¬ 
ment of the mortgagee’s right, so long as he delivers the piwluoe 
yearly. On a failure of the debtor to deliver the produce the mort¬ 
gagee usually obtains possession. Sometimes the produce of the land 
is made to represent the iiiterest of the loan, hut more usually a specific 
rate of interest is cited in the mortgage bond. 1’he debtor liolds as 
tenanf on every variety of terms and conditions. Often <hese are 
reducerl to writing: eitlior a lease or a deed of partnership (as tlie 
vernacular name runs) or ;i simple contract, where a rent in inonev is 
stipulated. Often it will be found that the rent is adjusted 
to cover the interest agreed on in the mortgage bond. As the 


amount of capital in the mortgage bond is usually more than the 
value of the land at 12 per cent, interest, and ns the rate of interest in 
the bond is n.sually nt least 18 percent,, it follows that the land will 
not, yield the recpiireil sum, and thu.s the mortgagee constantly receives 
tlie full actual rent of tlie land, and in addition exacts bonds for the 


yearly deficit. Often the rent is settled in h'nd and the rates are 
mainly determined by the power of the mortgagee to screw Ins tenant. 
One morfgagor tenant in his statement used the following words: 
“I cultivate the land, but I have fio right to take for my use any of 
the iircxlnee of the field.” Doubtless, under the harde.st conditions, 
the tenant don take something as. was admitted by another ryot, who 
was bound to hand over the entire pradiice of a field to his totokar ; on 
the other hand, much land is held by mortgagor tenants in Poona at 
the u.sual rental term.s, namely, half of gross produce of dry-crop and 
one-third of irrigatefl iand.s; the mortgagee paying the assessment, and 
seed and expen.ses being shared in the proportion of their resiicotive 
interests in the crop. In Ahmediiagar the mrkar has more power over 
his debtor and trusts him less, and regular contracts as to rent are not so 
usual, but the tenant is e.xivcterl to pay the assessment and expenses and 
hand over the rest of the produce. One regiilar contract is in evidence 
under which flic mortgagor tenant liarl to pay the assessment and half 
tlio crop of irrigated land. Considering the expenses of such cultiva¬ 
tion this moans tenancy with insufficient wages. On the other hand 
a mortgagor tenant, whose bond was backed by a good security', got 
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his laud to cultivate at one-fourth the produce, assess id ent and seed 
beings supplied in the proportions of the landloul and tenant's interests 
in tlie crop. When the tenant pays in kind, his payments may exceed 
the amount of interest stipulated in the mort;<^a^e bond ; but he keeps no 
account of such payments, and the creditor '.vas found in all cases enquir¬ 
ed into by the Commission to have no conce])tion of his responsibility 
for accounts on this head. As the responsibility cannot be enforcal 
by the lyot, it prac^tically does not exist. Uoubtlcss, most mort;; 2 !*aj^ee 
landlords have am account, but the ryot cannot g^et it without ^oing to 
court, whicli to him is out of the question. Another form of mort¬ 
gage, which is usually entered into only when the parties have come to 
a final settlement, is the transfer of the land to be enjoyed for a certain 
number of years in satisfaction of debt {vivnm vadium); it is usually 
found, however, that before the period has expired the mortgagee iias 
established claims giving him a further lien on the land. A similar 


method of settlement by an iustalment bond is 
gladly accepted by a debtor, but here again the 


Iiistiibnent bonUs. 


failure to pay one instalment in a bad )"ear usually gives the debt a 
fresh departure. As above stated, the ^aotokar as mortgagee landlord 
usually allows the ryot to cultivate the mortgaged land, and as 
long as the ryot is left in this relation to his tieldH lie accepts his 
fate without much bitterness. It often ha])[)ens, however, that owing 
to defaidt in payment by the tenant, or to better ter.ms being offered 
by another, or do the cattle and implements of the tenant being sold in 
exf^ention of a decree, it ceases to he the interest of the mortgagee 
to leave the cultivation in the tenant's hands, and the land is then 
taken from him. 

Besides the security of the lyot's personal credit, stwk, and 


movables, house and lands, and the joint Si»cnrity 
of a surety, the labour of the ryot is also drawn 


Labour botida. 


into his dealings with the sowkar. This form of bond is not uncom¬ 
mon in Ahmednagar, the terms being that the debtor is to serve the 
sowkar, and that his wages are to be cre^liteil at the end of the year, 
or that a certain sum is to be ^vorked out In service to the sou'kar for 
a certain period. Sometimes the wife's labour is also included in the 
bond. 


It is an almost universal pmctice to enter in Ixmds that pay¬ 
ments are to be allegefl by the debtor, unless they are certified 
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stipulation roffartiiiiff V » receijit under the creditor’s signature,” or 
receipt** in bonds. OH payments being made, the bond-holder 

shall pabs a receipt. As uo iusbince lias come to notice of a creditor 
giving a receipt for part-payments, it must bo pi'esumed that the 
former stipulation is inserted in order to deter the debtor from plead¬ 
ing part-payment when sued, and the latter stipulation to satisfy the 
debtor^s desire to have something in the bond which shall make it the 
duty of the creditor to pass receipts. 

One of the most noticeable features of these aoirkars^ dealings is 
An deaiinj^s are ^he ][>eeuiiar syst^i.n of retail business which 
reduced lo bonds. n.*fliices all transactions, even the most trivial, 

to the form of written contracts. This system does not prevail to the 
same extent in other parts of the presidency, where the account current 
is kept open until the balance has reached an amount which makes 
further security desirable. The invariable use of bonds iu the region 
under report is probably the result of the more precarious character of 
the lyot^s assets, due to his greater poverty and to the uncertainty 
of the climate, and it is an indication of the extent to which the 
character of ordinary trade transactions has been affected by their 
alliance with a money-lending business much of which is unsound. 
The ryot is cou.stautly iu great need, and has tluis most limited choice 
in his means of relief. The soiokar is sharp in business and fully 
understands the weak side of the Kunbi and the urgency of Ids 
necessities. The terms upon which they deal are that every debit is to 
be protected by a bond giving the sozokar unlimited powers of 
recovery, and that the credit side is to be left to the honesty of the 
creditor. 



[Ej'fracls from (he Famnn* (AoiDnii^HloFta Rrpori, .t.880»’\ 

(Part II, Chapter III, Section IV.-Pages 130-1'*^ ) 

No subject has been more strongl}' and fretjuently i>resse<.l on onr 
attention than the evil results n’hieh sprinj^ from the degree to' wliich 
the landowners are sunk in debt, the asserted rapid increase of their 
indebtedness, and the difficulty they find in extricating themselves 
from such hardens. In some parts of India, notably in the four 
districts of the Bombay Deccan and in the hansi district, their 
indebtedness has become so grievou.s that the Govcrjuneiit has 
recently been led to take special steps for their rescue, and in other 
parts it has, at different times, intervened to ])rotect s|wcial classes 
whose ruin, otherwise unavoidable, it was tlioiiglit necessary, on politjcal 
grounds, to ward off. On a topic which lias been so long and 
earnestly debated by every Indian adniinistrakn* of importance it 
is difficult to make any new suggestion. It was fully discussed last 
year in the Council of the GoYernor-General of India, and remedial 
tneiisures were adopted which are still only in an exjicrimental stage, 
so tliatf we can offer no eonelusion based on the result of their actual 
opeiation ; but the subject is one of such gravity that the I amine 
Commission have felt bound to give it their most careful consideration. 

2, Wo have found no reason to believe that theagricultiu’al popula¬ 
tion of India have at any known period (»f their history been generally 
free from debt, although individuals *or classes may have fallen into 
ernhaiTassments under the British rme than was common 
under the Native dynasties which preceded it. It has been usual foi 
the landholders in all times habitually to have transactions with the 
money-lender of their village, with whom they carry on a running 
account on friendly terms, taking from him advances for seed and 
food in the months preceding the harvest and handing o\er to him 
the greater part of their lu-oduce, from the money proceeds of whidi 
he I)a 3 '^s their dues to the State and places any balance to their credit. 
Under this ariangement the ignorant cultivator was relieved of much 
trouble and responsibility, and his pa^^ments to the Government were 
conducted for him by the money-lender or village-headman. Ills 
account might run on amicably for a long scries of years unless 
cxtitivagant expenditure on family ceremonies, or a failure of the 
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free from debt, and lived tlie life of a contented serf, exempt from 
the risks and responsibilities which accompany the possession of 
independent ri^dits, bat also without any stimulus to luise hmiself 


or improve hit; position. 

3. 'the changes which have been introduced under the British 
Administration arc for the most part those which will always occur 
in the progressive development of social life from a simple to a 
more advanced stage. Of these changes those wliich have affected 
the landed classes consist chictly in their admission by the State to 
better defined rights of property in their holdings, combined with t he 
more complete recognition of the force of contracts, and the obligation 
on the courts of justice to enforce tlu-ui. It is to be expected 
in every forward movement in the education of a iieople that while 
the result is bencfieial to the country as a whole, some clasw's or 
individuals will fail to display the cjualities nee.led to benefit by the 
advantages offered, ami will suffer inconvenience under the novel 
circninstaiices to which they are imaldo to adapt themselves. But 
although a section of the landholders has thus suffered, we ought not 
to overlook the fact that tlie class as a whole has prospered under | 
Bi-itish Administiution, and that the more enterprising and substantial | 
landowners have greatly benefited by the enlargement of their 
proprietary rights, and by the moderation with wbicb the lanel 
revenue is now asses.sed. 

•t. We learn from evidence collected from all jiarts of India tiiat 
about one-third of the landholding class are deeply and inextricably 
in debt, and that at least an ecpial proitortion are in debt, thongii not 
beyond the ixjwer of recovering themselves. It is commonly observrxl 
that landholders are more indebtcHl than tenants with occujiancy rights, 
and tenants with rights, than teiiante-at-will, a result obviousl}- 
attributable to the fact that the classes which have the best security 
to offer are the most eligible customers of the money-lenders. . 


limr/fy. 
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does not axj|>ear tliat in this respect one |)rovinee greatJy difters 
from another, hut certain localities are from special circumstaTices 
either above or below the average condition. Thus, in the Punjab, 
the canal-irrigated tracts are stated to be highly prosperous; 
in J’kisterii l^engal, the profits of jute cultivation have enriched 
the cultivating tenants; in the Central Provinces, the land 
holders have protitel in the same \va.\^ by high piices of cotton and 
large ex]x»rt8 since the American War; in Madras, the ryots of the 
deltas are in easy cireumstarK;es. On the otlier hand, the precarious 
out-turn of the crojjs, with other adverse eircurnstances, has grievously 
depressed the landholder of the Bomlmy Deccan and the adjoining 
districts of Madras, as well as those of the somewhat similar region of 
Jhansi: and many of the talukdars of Oudh, of Sindh, aTid of Guzerat 
without such excuse, hav^e been led by a course of extravagaiice into a 
sUtt' of bankruptcy, to relieve them fi'orn the consequences of which 
special legislative measures have l)eeu framed. 

5. With re<>ard to the creditors of the landetl classes we ai’e 
informed that in the more prosperous parts of the country the siibs- 
toitial landowners are tlieinselves engaged in money-lending, and tJiat 
neither they nor the jaufessional money-lenders of tlio better class often 
employ the agency of the Civil Courts against tlieir debtors. But it 
has liappenal in some cases that when a district has fallen into depres¬ 
sion, it has attracted an inferior class of foreign usurera, who have no 
Hcrupk*s in using every means o}>en to them to secure a profit on hazar¬ 
dous transactions, and who, working entirely througli the machinery of 
tlie Courts, are not incHned to cultivate symi>athetie relations with the 
people, by whom they are detested in turn. It is not probable that the 
gains of these usurers are excessive, but they are exacted with the 
utmost degiee of friction, hostility, and suffering, with the unfortunate 
result of attaching odium to tlie civil tribunals. 

b. However just ma}’ be the tenns of abhorreuee applied to the 
Marwari,'’ or foreign usurer, it must be remembered that lie is the 
product of a diseased condition of the community. Tlie like condemna¬ 
tion must not be extended to the village banker of the better 
class, with wliose useful services the rural communities of India have 
at no time been able to dispense. Any violent interference with the 
legitimate business of the rural banker would be disastrous, as it would 
result in the calling-in of all agricultural loans, and the transfer of tin's 
capital to some other field of lavestmeiit. The State should rather 
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assist him in his ti*ansactions so far as they are lawful, should affonl 
additional facilities for the recover}^ of reasonable claims, and should 
thus induce him to make loans at a lower rate of interest than that 
which now ])revails, under the custom established under Native j ule 
when the security was very inferior. The aim of all remedial measures 
as iT^^ards the landholders should be to make his dealings with his 
banker fair and open, and while ))rotectin^ him from extortion or op¬ 
pressive measures of coercion, to consti-ain him to pay his just debts to 
the full extent of his moans, but by less cruel and ruinous expKlients 
than imiwisonment or the sale of all be possesses. The means avail¬ 
able to these ends are cheap and accessible courts which shall givT full 
considefatiou to the equity of every claim, and a simple method of 
recoverino* debts. 

7. The origin of debt amon^ the landed classes is ti*aceable to 
various causes, amon^ which the most prominent are the failure of 
crops from drou^q-ht, ex]>eriditnre on marriaqc or other ceremonies, 
qcneral thriftlessness, an improvident use of sudden inflations of credit, 
the exactions of an oi)|>ressive body of middlemen, and administrative 
errors, such as unsuitable revenue settlements; and debt once incurrerl 
very rapidly qrows with exorbitant rates of inierest In so far as the 
causes of indebtedness lie in the inherited teiidoncies of the ])eople,such 
as want of foretliouqht, and readiness to promise anything in the 
future ill order to secure present qratilication, no remedies are [lossihle, 
except through the spread ot education, the gradual growth of provi¬ 
dent and self-denyinq qualities under the influence of piinful exjxiri- 
once, and the success of the stronger and thnftier individuals in the 
fetruqqlc for life. It is obvious that there is danqer lest anv interven¬ 
tion of Government should hinder the growth of such qualities, or 
protect ^he weak and foolish too completely aqain.st the consequences 
of their own action. But where the misfortunes of the landholders 
have ensued on the introduction of novel institutions, some¬ 
what too advanood for their present staqe of intclliqeTice and 
forethouqht, it is the duty of the Government, for a time at least, 
to moderate the stn>ency of the action of those institutions; 
and this has commonly h:)en the object of the remedies which have 
been suggested. 

8. Amonffthe alministrative iTi.vas,,res by which indebtedness 
is alleared to have been caused, is |l,e system of ri^'d and rctrular 
collection of the land revenue. Seein<j the verv small r>roportion 
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Aviiich tlie land wveniie Ixars to ihe pi’odnce of 'he land, there 
cannot ho nineh foundation for thifc; view, thoii^’h ninneron.«^ instances' 
have i)een ^iveu of men who in times of calamity have been foi-ce<l 
to borrow, and >\ho have never been able to recover themselves 
afterwards; and il is to prevent such a misfortune as this that ^s"e 
liave a]read\' ri commended that on sueii occasions greater leniencv 
sliould bo shoM'n in po.st[K>riing the demand till better times. But we 
think that too much weij^ht should not be attnbuled to this cause; 
tlie feet that landownei's who have no land revenue, or only a light 
<jnit-rcut to ]jay, are often also dee])ly emharrassed, proves, if indeed 
it requinx] proof, that the payincot of the land revenue is not the 
main cause of debt. If a man S|X‘nds all his income on himself, and 
borrows to pay iiis rent or taxes, it caii hardly be said that his 
indebtedness is due to tlie fact of his liaving rent and taxes to pay, 
when these charges hoar so light a pro]X)rtion to ineoine as ti\e land 
revemm does to tlie gross out-turn of the land. 

9, It has, again, been alleged that tlic action of the Civil Conrts 
has contributed to the indebtedness of the agrieultuml classes, and 
various suggcstiojis liave been made for constituting iribimals and a 
procedure which may provide more effectually against tins result. 
Sufficient regard is not, it is said, in ull cases, paid to those ec|uitablo 
considerations which are of siich essentia) irnj)oi*tance in the adjudica¬ 
tion of disputes in vvliieh the ignorance, im])ruvidenc*e, or the necessity 
of the one ])ar(y, places him at the mercy of the superior intelligence 
and resources of the other. Contracts, tin? oxtiavagant ojio-sidcxlness 
of whicli l>es|X}aks a sense of hopeless weakness on the one side, and a 
spirit of unscrupulous exaction oji the other, have Ijeen enforced bv 
the Civil Courts v\ ith too mechanical an adherence to the letter of the 
law, and too little regerd to the circumstances of the parties and the 
substantial merits of the ease. Native customs which tempercxl the 
severity of contracts, such, for instance, as that which reshaiued the 
rate or amount of interest, have been swept away, and a rigid and 
elalK>rate legal system has too often proveil only an additional instru¬ 
ment of oppression in the hands of the more wealthy or better 
instructed litigant, and an additional cause of ruin to the impoverishal 
agriculturist. 

10. Several alterations have, however, witluhi the last few years, 
been made in the Code of Civil Pn^cednre with a to providing 

adequately for the relief of if sulveut hlebtors; to^ g against 

i'"' 
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tho oj)pressive use of tlie machinery for executing decrees, and 
especially mili^atin^ the harshness of its operation as re<;]^ards 
a^n-ieultuvists. Tools, implements of Imshaiidry, the cattle necessary 
for tillage, tlie materials of his house are in the case of an agriciiltunvl 
defendant exempted from attaclimcnt or sale in execution of decree. 
The distinct officer is further em]>owere(l to represent to tlie Court 
that the sale of land in execution of decree is objectionable, and that 
the decree can be satisfied by temjx^rary alienation or management, 
and thereuj)on the Court may authorise such satisfaction. Another 
provision enables the Government in any particular area to tra.nsfei 
tlie execution of such decrees as involve the sale of land to tho 
district officer, who is thereupon invested with aiithonty to deal 
with the land, adopting various courses for satisfying the decree, and 
avoiding tho necessity, except in the last resort, of an execution sale. 
The Government, the High Courts, and other su]>erior tribunals will 
no doubt continue to watch witli care the opera tion of the law, and to 
take every precaution against its abuse. 

11. Some evidence was brought before us in favour of a simple 

and inexpensive system of settling disimrt's by the agency of m ,md 
arbitratoi's, and it was suggested that in this way relief might be 
afforded to agricultuml debtors. ^Ve observe, however, the existing 
law makes ample provision for recognising references to arbitration by 
consent of the parties, and for giving to the awards of arl)iti*atoi*s so 
ap|X)inted the form of a decree. It has not, however, been found 
that this mode of settling disputes is generally popular; and we 
were informed that recent changes in the Stamp Law, by which a 
heavier fee than before is imjxjsed in submissions to arbiti’ai.ion and 
awards of arbitmtors, will tend still further to discourage resort to 
this mode of adjustment. If this pro^'e to be the case, it would he 
matter for consideration wliether the Stamp Law might not with 
advantage he altered in thi.s respect. Arhitiutiou, other than that by 
consent of the jiavties, stands, of course, on an altogether different 
footing, and their is no reason hj supjwse that it wo\dd be for the 
benefit of any class of litigani. On the contrary, it would be likely 
to open tlie door to much of that corruption which is «o serious a 
difiieultr in the administration of justice in India. The Civil Courts 
are strictly controlled and sipiervised, and are, whatever their other 
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would be attained bv recourso to a less exact procedure and less 
res];->onsible agency. 

12. The tw o most important cases to which the attention of 
Go Vermont has recently been called ]>y evidences of sp‘C*iaI distress are 
those of Jhansi and the Bombay Deccan <{istricts. In both of tiiese 
the popular teiiclencies to indebtedness are said to have ac(juiz'ed an 
increased power for mischief under the noA'el civeumstances o]’eate<l by 
^‘the fatal gift of ti-ansferable rights in the soil, and the establishment 
of Civil Courts in an igoomnt pjndation.’’ In both, tlie ruin of the 
land-owners has been precipitated by the liai-sli and extortionate 
practices of an inferior class of rnoney-lendei’s. In the case of Jhansi, 
roznedial measures are still under eonsidemtion, but for the four 
Deccan districts a sjieeial remeatly has been devised and is now on 
trial. 

13. The facts of the case whieli the Act for the relief of indebteil 
agriculturists in certain parts of the Deccan was designed to meet, 
explain how a rural population may sink below the level of average 
prosj)erity. Much of the soil is poor, the rainfall capricious, and the 
out-t.irn of the harvest liable to violent fluctuations. The conditions 
which prevailed in the Deccan under Mahratta rule were unfavourable 
to steady industry, and the present generation has come within the 
intliienoe of a most exceptional disturbance of prices. A sudden rise in 
the value of cotton at the time of the American War occasioned a 
vast inflation of credit, which was fed bv' a corres}x>nding infiiix 
of capital seeking investment, whereby the landholders, under cover 
of the pro})rietary rights tlioy had acquired, were tem|)ted :0 
improvident borrowing. Being deficient in the qualities of 
forethought, energy, and self-reliance, they were thus laid 
open to new dangers, wdiile their improvident habits were such 
that the lovv unvarying revenue nssessmenis of our Government 
brought tliem no advantage. The extravagant habits engendered by 
this temporaiy prosj)erity were not easily laid aside, and the subsequent 
colIa})se in prices, combined \rith bad seasons, threw them into debt. 
As iodobt-ednoss became more hopeless and inextricable, the money¬ 
lender resorted more freely to tlie aid of legal process, and the debtors, 
exasjjerated at the invasion of their cherished rights in their holdings, 
were driven to des|)air, and finally on several occasions to rioting and 
violence. The [iroportion of land-owners seriously embarmssed does 
not appear to exceed 30 per cent., but the amount of debt in proportion 
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to jiicoino is heavier than tliat stated to exist in other provinces, 
and alx^ut two-thirds of the debt is said to be secured by moi-tgages 
of land. 

I k By the Act which has recently come into force for the relief 
of the Deccan agriculturists, village registrars are to be appointed, 
before whom agriculturists are to execute all instruments lelating to 
obligations for the payment of money or charges on propert}", and all 
conveyances and leases: any dee<l not thus registered and attested is 
not to be deemed valid. Agriculturists are entitled to demand receipts 
for all payments, as well as yearly .statemeiits of account, or 2)ass- 
books in which their account shall be written and attested by ihe 
money-lender. The local Government is empowered to appoint 
village nuinsilfs, with jurisdiction in small suits of which the subject- 
matter does not exceed ten rupees, a system which has been found to 
work well in the Madras Presidency. Suits of larger value will be 
tried by additional subordinate judges who, when the defendant is an 
agriculturist, will, as a rule, inquire fully into the history of the debt, 
take a se[)amte account of principal and interest, credit the debtor 
with any money repaid, disallow all interest which the Court deems 
unreasonable, follow, in decreeing the amount due, the pnnoiple of 
Hindu Law known as dam dupatj under which tlie interest must not 
exceed the principal, and fix instalments for the pa} merit of the sum 
decreed. The Government will doubtless exercise the powers provided 
by law for reducing the expense of stamps and fees in these 
Courts. If the decree is fdS^ less than 50 llupees the Court may 
discharge the agriculturist at once on jiayment of as much as he is able 
to pay. If the defendant is found to owe 50 llupees, or upwards the 
Court may ti’eat l)im as an insolvent, and any agriculturist whose 
debts are of similar amount may be declared an insolvent on his own 
application. In such ease all claims against him are called in, and 
the amount to be recovered from him is ascertained by in 4 uiry into 
the history of them ail. No agriculturist can bo arrested or imprison¬ 
ed in execution of a decree for money, nor can his immoveable 
propeHy be attaclied or sold uules.s it has been specifically mortgaged. 
In the latter ease the Court may direct the Collector to let the 
prop>erty for a jieriod not excelling 20 years, if thereliy a premium 
can be obtained equal to the amount of the secured dcl>t, or otlierwiso 
to sell it. If the debts are not secured by mortgage, the Court may 
direct the collector to manage any immoveable propeidy (other than 
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lioiises or buii(lin<jf«) not recpiired for the support of the iiisolvent and 
bis femily, for a period not exceeding’ seven years, and the proceeds to 
be divided amon^ the creditors. It is understood, though tlie case is 
imt directly })rovided for in the law, that it is the intention that tlio 
ai^ricuiturist should, whenever ])o.ssibIe, be retained as cultivator of the 
manag(?d [)roperty }Xiying a reasonable mck-rf^it under suitable 
precautions. While any pro}>erty is in the collector’s hands the in.so]- 
veat is not allowed to encumber or alienate it. 

15. Expenence will sliow whether, after the mass of existing 
debt is di s[)osed of under these provisions, the** money-Uridel’s will 
withdraw their capital beyond the reach of the Act. Some uncertainty 
is felt on this subject, but there seems no reason to doubt the assertion 
of many native witnesses, incliuling village bankers, that the 
creditors are prepared to make large sacrifices in return for the inter¬ 
position of (iovernment to effect prompt recovery of tlieir money, and 
the measure will at any rate have the effect of clearing off the 
existing burthen of debt. 

10. The lleecan liiots Act has been passed so recently that we 
have no information as to how it is found to work in ])ractiee, and 
such ex|X'nence can be the only safe guide in this subject; but if tin's 
pwives satisfactory, the principles embodied in it might, with ad\antage, 
be ap])lied to other jiarts of India. Two of the principles contained 
in the Act may perhajis be singled out for esjic'cial reference. The 
nmltiplication of small village Courts, presidwl o\er by the village 
headmen, and of village registrars, before whom all bonds for debt 
must 1)0 executed, would probably be of good effect in all parts of the 
country. Considering that of the 1,400,000 suits annually disposed 
of by the Courts of British India, 1,200,000, or 85 percent., are for 
sums under Rs. 100, and 680,000, or 41 per cent., for sums under 
Rs. 20, a strong prima, facie case appears to bo made out for tribunals 
which shall dis))Ose quickly, easily, ami cheaply, and by a procedure 
suitable to the wants of a humble order of litigants, of a vast mass 
of ^>6147 litigation. Village tribunals of this description aliv^a/ly exist 
in the Madras Presidency, and we are glad to know that the (Govern¬ 
ment of India has invited the vanoiis local administrations to consider 
liow far it may be possible or desirable to extend the Madra.s system 
to other provinces. 

17. The second is the creation of sjxx^ial courts with a procedure 
specially devised to take up and dis|X)se effectually’' of cases of this 
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Wherever the indebtedness of the land-owuei-s Ivas assumed 
serious provwrtions, the apix)iiitment of s|x«ial C ourts to examine into 
their debts, to I'educe their amount to the sum equitably <lue, and to lix 
instalments which would pay the debt off in a f^iven number of years, 
at a rate of interest proi»ortionate to the diminishe<l risk, would appear 
to bo the oiilj- effectual way in which Oovernment eaa reme<ly the 
evil. 

18. It i.s, we think, deserving of consideration whether the 
existing law of conti-act and the niles of proceflure provide adequately 
for the case of the ignoiant peasants in any ti'ansactions n liich goes 
beyond the seoi)e of their ordinary life. It is characteristic of these 
classes to promise anything, to submit to any condition for the 
future, if only relief for the present can be sectired ; and it is in dealing 
with such cases that the Indian Courts are said to fail in ju-oviding 
adequate protection. The Contiact Act does, we nnderetand, mention 
certain sjxiciflo grounds, such as mistake, fraud, or undue influenee, on 
which conti-aets may be disputed; and the general duty of following 
“ iustice, equity and good conscience ”, which has at all times been 
enjoined on Indian Courts, rendera it ,Q|fiigatory on every judge to 
secure, as far as iwssihle, the interests of justice, in its highest sense, 
between the parties before him. But if it be the case that tin's 
obligation is .sometimes insufficiently recognised, it would be well 
that the language of the law on this subject should be rendered more 
exjdicit and the duty of the judge be more distinctly pointed out. 
Instances were brought to our notice in which bonds, the terms of which 
wei-e in a high degree suspicious, have, on the mere admission of 
signature by the defendant, been, without further inquiry, made tlio basis 
of a decree which involve*! most unfair iulvanlage to the one l)art.y and 
the total ruin of the other. It should, we think, be expressly enjoined 
on the judge to satisfy himself that the defendant was fully alive to 
the chai-acter of the transaction, that the bargain was not extorted in a 
moment of extreme necessity, that the relations of the ]jarties were such 
as to leave each a free agent, and generally to apply to the contract 
all tliose considerations which the scruples of KnglLsh equity judges 
have iuterix)sed betw'een improvidence and those who would fain tuni 
it to their own advantage. 

10. We ailvocate, however, one modification of the Bombay Act 
in resi>ect of the pi-ovisiou which, if the land has been specifically 
mortgaged, necessitates its alienation, tenqioraiy or permanent, from 
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tlie iTianaj:^emeut of the morf^ao^or. Tliis ]>rovisioii is soverer than 
( hat of the ari)encle<l Civil Code under which the collector may liqui¬ 
date a decree by mauaging th^ land, for a term not excecKling £0 years 
through another; that “otljer"' bein^', if the collector thinks fit, the 
inurt^^aojor himself, vvlio may then be kept on as the cultivator of the 
land. It the“tkd)tor is turned out, and the land is lotto another person 
for a term of years, at the expiry of that term the debtor will re-enter 
with no inereas(xl senKse of the irn[X)rtance of thrift, but with addi tional 
ineajiacity, throng!) tlie disuse of years, for managing the land. Vi^e 
therefore recommend that in all such cases the prinei])lo should be 
followed of paying off the debt by instalments, the land mnaining in 
the bands of the debtor and being n^anaged by bim, on payment of a 
full rent, the excess of whicb above the revenue would go towards the 
liquidation of the debt; .such payments being collected from him by 
the Eevenue Courts along with the land revenue, and being made over 
every half year the creditor. In the event of the debtor’s failure to 
carry out such an armngement, and to pay the instalments thus fixed 
unless he is ])revented by drought or any other exceptional calamity, 
die should bo ejectenl and his l ights in the holding sold, when it may 
he hopal that he would bo reidaced by a better and more thrifty man. 

£0. As a .supplement to cheiip and accessible Civil Courts, the 
assistance of the Revenue oflicials in the lefiayrnent of agricidtmal debt 
is jirobably the greatest benefit to both debtor and creditor which the 
Government is able to offer. The Revenue offieei’s are possessed alike 
of the means of ascertaining what the debtor could ])ay, and of realiz¬ 
ing the instalments of his debt with tlio miniimnu of cost and nsk to 
the crcnlitor. Tn ITp[)er India, a Zemindar who has a gross rental of 
Ils. 100 pays Rs. 50 as land revenue, and about Rs. 15 in cesses. 
Rs. 10 must be set aside for the vicissitudes of the season, and Rs. 25 
may be taken as the minimum annual profit he receives as a pi-oprietor. 
In tiie majority of cases he liiniself cultivates a portion of the estate; 
if, then, be is content to }>a}' a cultivator’s rent, and to live on a culti¬ 
vator’s i>rofit, he is able to [kiv his whole projirietary profits, or Rs. 25 
a year, or 50 per cent on his government revenue, in liquidation of bia 
debts. Such an instalment will clear off a debt of Rs. 100 at 1£ ]>er 
cent in 6 years, or of Rs. £00 at 9 i>er cent in II years. In Southeni 
India the margin between the Government rates and a full rent is 
probfibly not so great, but th.e Revenue authoritie.s would decide 
what the average pixifits of a ryot are. On such consideiutions the 
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instalments slioulcl be fixed, i\m\ wlien fixed they might be collected 
wdth the land revenue and paid over to the creditor, who v pvild 
thus be freed from all trouble in executing his decree, and from 


almost all risk. 


til. The risk being thus lowere<l, it is but reasonable that the 
rate of interest should be reduced; and this is an essential part of 
any scheme for ])aying off large amounts of debt. It may not be 
wise to fix by law the limits of rates of interest which the Court shall 
decree, but it wovdd seem desirable tliat the local Government should 
be autliorised to indicate to the Courts the maximnm and minimum 
rates that should, with a genei-al reference to the value of money, 
ordinaril}" be |>aid. At present 2 t and i>er cent, arc commonly 
paid by agriculturists,—rates which would be fatal to successful agricul¬ 
tural enterprise in anj' comitry. Six |)er cent, is the rate now usually 
paid by Native merchants w’heii tlnw borrow from each other as a 
tamporar}^ convenience, and something above this may be necessary 
in Jndia in the case ot profits dej)endent on the land and the weather, 
but the object should be not to recoguise any rate in excess of 
that which would bo reasonable, ha\if54,‘)j!h/ character of 

the security offered. 

Tlie same principle adopted for dealing with existing debt might 
also be applied in th^ cases of new loans raised by owners of unen¬ 
cumbered estates. A mortgage need not bo an agreement entered into 
privately, and on very onerous terms, between th(‘ money-lender, 
taking all risks, and the landowner, assenting to terms he does not 
understand, but might, with advantage to both jmrties, rather be an 
agreement openly made between them before the Collector, and on 
terms sanctioned and to be enforced by him. Any mortgage not so 
made would ra.nk only as a simple unsecured debt, and no cognizance of 
it w\7u){l be taken by the Court w hich alone would have jurisdiction 
in respect of landed debts. Personal and unsecnref.1 debts would not 
be put beyond the pale of the law, but de(u*ess for them would not be 
liable to be executed against the land. In special tracts it might be 
thought advisable that the Collector should bo empowered fo refuse his 
sanction to a loan incurred for an extrvagant or merely ceremonial pur- 
|)Ose, or for any catise but one of agricultural improvement or necessity. 

23, Tlie landholder would in such case execute an agreement before 
the Collector, or the Court which deals with agricultural debts, to re])nr 
the loan, principal and interest, in an ap^Hjiuted number of iustalinents. 
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which would be co11ecle<l from him in the same way as tlie land 
revenue, next after any sums due to the Government, The esiates on 
wdiich sucli loans are secured should be free from other encumbrances, 
and it should })robably be enacted that no claims on tlie land slioulcl be 
recovered except by the Collector as above stated, and that he should 
recover none exee])t those thus openly arran<j^ed betore him. The 
landholder would be required to surrender his ri^ht of transfer or sale 
while his- holding is thus charged. His power of im])rovident borrow¬ 
ing would certainly be restricted, but he would be prot(5Cted from the 
danger of losing his land, while the creditor would hav'e good security up 
to a ceifa/iu definite and calculable limit, and would be able to lend at 
moderate interest. Tf a landholder is unable to offer the secuirity 
necessary to enable him to obtain a loan on these terms, we would not 
withdraw Jus [)Ower to sell his rights. Nor would we be understood 
to recoiniuend any interference with the free transfer of landed pro¬ 
perty, or with the lute of interest, except in cases wliere, and so long 
as, the condition of tlie landholding community presents unhealthy 
symptoms which seem remediable by such expcAlients. 



[ Bj:iracts from the Famine Commissi on's Report, 1901,'] 

(Part III, Section VI.-Pages 106-111) 

INDEBTEDXESS IN THE BOMBAY PllESIDBNCY. 

320. The indebtedness of the Bombay ryot has for many years 
engaged the earnest attention of the Snijreme and Provincial Govern¬ 
ments. We agree with the analysis of the causes of such indebtedness 
made by the Deccan Riots Commission; but we desire to callsiieeial 
attention to the agi-arian system introduced by the Survey Settlement 
as an accentuating cause of indebtedness, and more especially to the 
unrestricted right of the cultivators to transfer their holdings which 
the Survey Settlement recognised. A brief ex]:x)sition of the leading 
features of this agrarian system is necessary to explain our mea.ning. 

327. The sahent features of the system are, {a) the creation of a 
territorial unit of land revenue assessment, which is called ‘the field’; 
{h) tlie assessment of land revenue on each 'field’ independently, each 
thus becoming a separate holding; (<?) the recognition of the recorded 
occupant of 'the field’ as possessing complete proprietary rights over 
it, subject only to the payment of the revenue or tax assessed on it; 
and, the punctual recovery of the tax from the recorded occuj^ant 
in bad years as in good. 

328. The system was devised for small cultivators; there was no 
intention to'^croate large holdings. "Tiiere would seem,” wrote Captain 
Wingate, one of the authors of the system, "to be few grounds for 
anticipating the establishment of wealthy agriculturists cultivating 
large farms under any circumstances in India. Our measures have 
to be framed for the class of small farmers who now prevail univer¬ 
sally.” Accordingly, the 'field’ was designed to contain "the extont 
of land capable of being cultivated by a pair of bullocks.” This was 
the theory; but the facts of existing holdings and their boundaries 
were accepted and fitted, as best might be, into the new echeine. 

329. The recorded occupier of each'field’ under the Survey Settle¬ 
ment became the recognized owner, subject to the payment of a 
moderate land tax. His rights as owner were, says Captain Wingate, 
"absolutely free from all conditions except the simple one of 
discharging the Government tax.” But this condition was to be 
rigidly enforced. In the discussions which precede^l the adoption 

0 




INDEBTEDNESS OF THE LAND-HOLDCNG CLASSES. 

of the principles of the 3 oiiit Report/*^ which is the basis of the 
Bombay Revenue system, the advantages of elasticity in the 
collection of the land tax did not escape notice. But, nevertheless, 
a leading principle of the Revenue system, as finally established, was 
that, in view of the moderation of the assessment, sufficient elasticity 
was given by making the assessment of each 'field* separate, and 
by giving the registered occupant complete power of transfer or 
.relinquishment over his 'field.* 

830. A strong tenure of this sort held at a low assessment was a 
very valuable property; and it is easy to see now that it wmild have 
been wise to have kept a vigilant watch over the use which an ignorant 
and unthrifty peasantry was making of it. But the authors of the 
system held that the best way "to excite the cultivator to indepen- 
denco and to create agricultural capital** was "to exempt him as 
much as possible from the pupilage to, and surveillance of. Government 
officers.*'* There was, it was said, "an obvious advantage to get land 
out of the Iiands of the cultivators unable to pay their way and to 
transfer it to cultivators with more capital * * * As the customs and 
native revenue systems of India are adverse to land transfers, it is 
therefore all the more necessaiy to adopt measures for giving them 
effect.** Accordingly it was decided that there should be no inter¬ 
ference by Government officers with the people, and that no enquiries 
should be made regarding the financial condition of the cultivators. 

831. Thus things were left to take their own course; and the 
result was,— as invariably happens when an ignorant and imiwovident 
peasantry can dispose, without restriction, of valuable rights in land— 

I that the cultivators sank deeper into debt, and their property began to 
I pass out of their hands. It must be admitted that the conditions on 
; which, under the Rewenue System, the cultivators held their lands 
helped to bring this result about. The rigidity of the revenue system 
j forced them into debt, while the valuable property which they held 
made it easy to borrow. 

332. This is the state of things to-day, and while it remains 
unaltered, indebtedness in the Bombay Presidency must continue and 
increase. 

383, We desire to guard oureelves against the supposition that 
we impute want of care or solicitude for the people*s inhn'est to the 
authors of the Bombay revenue system. The authors of th.at system 
were men of ability, humanity, and sseal for the public good, and 
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nothin^^j is further from our thoughts than to impugn the excellence 
of their intentions. AYhat we wish to point out is that their inten¬ 
tions have not been fulfilled. They expected the accumulation of 
agricultural capital; but their plans- did not promote thrift, nor did 
they coiuluco to the independence of the ryot. They looked for the 
capitalist cultivator ; and we find the sowkar^s serf. 


384. On the extent of the indebtedness of the Bombay cultivators 
no precise official information, we believe, exists; but there are 
materials for a probable estimate. We know that the Deccan Riots 
Commission of 1875 found that about one-third of the 


occupants of Government land are embarrassed with debt; that their 
debts average about 18 times their assessment; and, that nearly two- 
thirds of the debt is secured by mortgage of the land.^^ We also 
know that the money-lendei's, in the villages visited by the Coramission, 
paid about one-eighth of the whole land revenue—their property 
having been acquired witbin the preceding twenty, and for the most 
part the preceding ten, years-*~whil 0 it was notorious tliat the private 
transfers of land were, in most cases, not recorded. The 
Commission of 1891 found that, within the preceding eight 
years, land paying 10 per cent, of the revenue in the 
districts which they visited, had been sold, two-fifths going to 
money-lenders; while lands paying 17^ percent, of the revenue had 
been mortgaged, four-sevenths going to the sowkars. In his evidence 
jbefore us, the Chief Seoretaiy to the Bombay Government said that 
28 pel* cent, of the land in Broach had passed into the possession of 
the money-lending classes ; and from a report of ihe Collector of 
Ahmedabad it appears that, in his district expropriation of the old 
owmers has also made considerable way. Taking all these statements 
into account, and comparing them with the evidence we have recorded, 
we think it probable that at least one-fourth of the cultivators in the 
Boinbav Presidency have lost possession of their lands; that less than 
a fifth are free from debt; and that the remainder are indebted to a 
greater or less extent. 


885. It is unnecessary to retrace here the efforis W'hich since 1875 
have been made to remedy this lamentable state of things. Commis¬ 
sions have sat and reported : Acts of the Legislature have been 
passed and amended; executive action of various sorts has been taken. 
But, of all, the result has been disappointment. Comparing the 
statistics of sales and mortgages in the four districts to which the 
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Relief Acts have applied with the corresponding figures in non- Act 
districts, and weighing the evidence of the witnesses on the 2 X)int, 
we form the conclusion that these Acts have done but h’ttlo substantial 
good. Indeed, there Is positively room for holding—and statistics 
j show — that transfers of j^roperty, both by sale and mortgage, have 
: hbocome more frequent in districts to which the relief Acts apply. We 
J ' 'therefore think that the time for palliative measures has passed, and 
that the hour lias come for recognizing facts as they exist, and for 
applying those measures which the facts demand, no matter how 
unwelcome may be the disillusionment that they may bring. 

336. The cultivators, w^hose names are recorded, may, for the 
; pur[)ose in hand, bo divided into three classes:—(1) those who have 
' completely lost their lands; (2) those who have only mortgaged their 
J rights; and (3) those w^ho are free from debt. We are only concerned 
with the firet and second classes. 

387. It is a curious, but common, practice in Bomliay for the 
money-londor owner to mainfiiin the name of a cultivator of the first 
class on the village j^roprietary register, and to keep his own name 
off it. The motive for such action is suggested in 2 >ai’agraplis 70 and 
77 of the llejKH-t of the Deccan Riots Commission, which also inci¬ 
dentally exjilain why such a large portion of the land revenue in the 
.Bombay Presidency is j>aid by money-lenders :— 

“Instances of the redempeion oF raortgago are almost unknown; a mortgage 
is equivalent to a transfer of the ryot*a title, his interest in the mortgaged land, 
whore, as is naual, ho remains upon it as calti\ ating for i lie mortgagee, being that of 
a tenant at a rack-rent.^ * ^ The ryoVa land is often more valimblo as security to 
tiie aowkar than it is an ordinary investment to a purchaser; for, through the great 
reluctance of the ryot to sever all connection with his land, the aotvkar is able to 
exact more tlian the ordinary rent, and, besides, the land is not the only security 
which the sowlcar holds; the law gives him command not only over the debtor’s 
movable property, but over his labour and the labour of his family.” 

338. J^ow, we urge that- the maintenance of the old owuer^a name 
on the register has inconvenient results in many directions. The first 
of these is that, the register is not a record of actual facts as it should 
bo ; and, from this it follows that the demand for the land 
revenue is made upon a person who is not actually responsible for 
the payment of it; that an opportunity is, thus, given for the 
exercise by untrustworthy subordinate officials of powers which are 
susceptible of great abase; that the ca 2 >italist owner is exempted from^ 
directly heaving those responsibilities which the j)ossession of propiudy 
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should impose ; and that the Government is prevenk'd from proteetincr 
the actual cultivator^ the expropriated owner, by a Tenancy Law. 
Moreover, there is reason for believing* that the refusal to recognize 
actual facts in this connection has positively contributed to the y)eople^s 
indebtedness. It is in evidence that the marwari or alien class of 
money-lender, the most exacting of all, does not care to stand forth 
as owner and cultivate the land. Had money-lenders of this class 
been compelled to record their names, bad the duties of proprietorship 
been enforced against them, and had their sub-tenants been protected 
against excessive rack-renting, these money-lendoi*s would probably 
have concluded that land was a less desirable investment than it has 
been and is. • 


339. Two ways of dealing with this first class of cases suggest 
themselves, for we put aside as Utopian the re-purchase of the old 
holdings by the State. One is to reinstsite the old ownem by coming 
(o a composition with tlie cle facto owners, and by arranging for the 
paj'ment of the latter^s claims by instalments. This method would, 
we gather, be acceptable to Bombay opinion, and, if a practicable 
means of enforcing it can be devised, it would no doubt be in eveiy 
way desirable. But we fear that, at best, it holds out but a slender 
hope of success. There are no possible means by wliicli the de facto 
ownei-s can be compelled to part with their property : while even a 
liquidation based on consent could hardly be eifected within any 
measurable period of time. 

3 i0. Failing such a scheme, one practicable method of dealing 
with this class of cases seems to us to be to recognize the facts, to 
record the money-lenders for what they are, namely, the owners of the 
land which has passed away from the tenants, and to protect the latter 
from i*ack-renting by a suitable Tenancy Act. There is universal 
agreement that the expropriated owner has, as a nde, sunk to the con¬ 
dition of a mere serf, tilling the land and making over the produce 
to the owner. In goc>d years he hiis nothing to hope for except r- 
bare subsistence; in bad years, like last year, he falls back on public 
charity, 

341. In regard to the cultivators of the second class who are as 
yet the owners of their holdings, and in respect of whom the money¬ 
lender is still merely a mortgagee, the situation is different. The 
problem is how to preserve to the ryots their rights in their holdings, 
which are fast slipping from their grasp. Here the remedial 
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measures callol for are of a legislative as well as of an exeeiitive 
character. The executive measures are the introduction of elasticity 
in the collection of the Government dernaiul, and its corollary^ 
the improvement in the system of land records. The legislative 
measures are concerned, first, with enabling the tenantry to com|x>unil 
for their existing debts; and, next, with limiting their pouer of incur¬ 
ring fresh debts, or, in other words, imposing limitations on the 
transfer of tlieii property in the future. We will deal with the 
legislative remedies first, and then express our views upon the 
administrative question. 

342. Wo projx)se the following legislative measures, and we note 
that the probability of lasting success will be greatly strengthened if 
Mutual Credit Associations take root and flourish in the country. 
In the first place, power should bo given by statute for the following 
or some similar j^rocedure : — 

(1) The account between debtor and creditor should be investi¬ 
gated, and a fair sum should be fixed, to be piid by the former to the 
latter in liquidation of the debt. 

(2) The average produce of the liokling should be ascertained, and 
its money value should be expressed in cash. 

(3) The surplus produce, after providing for the subsistence of 
the cultivator and his family and the necessities of cultivation, should 
bo apju-opriated to the piyment of debt, ])rovided that such appro¬ 
priation shall not be continued after the lapse of a term of years. 

(4) In substitution for (1), (2) and (3) the holding should be 
made over, at the land tax assessed, to the creditor in usufructuary 
mortgage for a term of }'ears. 

In either case the holding should be declared free of debt at the 
end of the term. We have ascertaincxl that a procedure similar to 
this is followed in Rajputana. 

843. In the second place, we think that legislation with tlie 
object of restricting the transfeiubility of land should be undertaken in 
Jfombay; and wo might refer to the legislation lately carried through 
in the Punjab, as indicating how this object can be effected. Other¬ 
wise we fear that, as the Commissioner of the Central Division said 
in 1882, the number of non-eultivating occupants will continue to 
largely increase, and our moderate survey rates, which are intended to 
benefit the cultivators, udll only benefit laud speculators, who will, as 
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occiipauts, pay t}ie low rates to Government and ^riucl down tlioir 
sub-tenants under a hideous system of rack-renting.'^ 

8tl'. Coming next to the executive measures, wo need not again 
refer to the question of elasticity in the collection of the land revenue; 
but a few words are necessary as to improvements in the land 
Records system which are essential to the proper introduction of it. 

These iniprovomonts coiisiat chiefly in the better organization of the 
Land Records staff; in the mapping and registration of every plot con¬ 
tained in the ' field ^; in the maintenance of a correct map by the 
village accountant; and in the due registration in the village records 
of all particulars regarding ownership, encumbrances and cultivating 
rights. 

845. Wo were unfavourably impressed by the insufficient control, 
which, under the Bombay system, is exercised over the village 
accountant, and with the waste of strength involved in employing one 
set of officials indealing with the land revenue, and a different set in 
dealing with agricultural statistics, ddie experience of other provinces 
shows that both functions are best and most economically discharged 
by one properly giudod staff of village accountants, circle superinten¬ 
dents (or kanungos) and district superintendents (supervisor kanungos)^ 
working under the Collector. It is only by consolidating the two 
staffs in this way that the necessary control can be established over the 
village accountant. 

346. Above all, there should be a real recoid of all proprietary 
rights in land, and to this end registration of title in the village 
register should be enforced. At i)resent there is no precise informa¬ 
tion as to the actual ownership of the land, and the entries in the 
village i>apers are often at variance with the facts. The result is that, 
when the revenue falls due, and the actual cultivator, who is not the 
owmer, jirotests that ho is not re8iX)nsil)lo, tlie local officials are reduced 
to a shrewd guess as to who the responsible party may bo. This 
throws an enormous ]30wer into the hands of the village accountant, a 
subordinate official, who, in every province, requires to be kept under 
strict control. 

847. We advise that no time be lost in giving effect to the reforms 
which we have suggested above. 




CHAPTER II. 

Gaisr OP LoiNs and Advances to AaaTOODTURisTs. 

[Extracts from the Troceedinge of the Governor GeneraPs Councily 
dated the 30th Becemlery 1870i\ 

Sui John Stiiachey said :— 

A system of advances of this description, under the name of takdvi, 
had been in force in many parts of India almost from the eommenceinent 
of our rule, and there were, in several old Regulations passed at the 
end of the last century and the beginning of this, some seventy or eighty 
years ago, many pi-ovisions bearing on the subject. These old laws 
authorized, under certain conditions, the advancing of Government 
money for agricultural improvement, and in some parts of India the 
system had been acted upon to a very considerable extent. The 
security on which these loans were made was complete, l>ecause the 
seCHirity was the land itself on which the improvements were carried 
out, and the advances were declared by law to l>e recoverable by the 
same processes as were applicable to the i-ecovery of arrears of land- 
revenue. The provisions of these old Regulations liad, however, been 
found to be very incomplete; and, as might have l>een expected, 
they wei*o hardly suitiible in many respects to the circumstances of 
the present times, and besides it w^as thought very desirable to conso¬ 
lidate the whole law on the subject. This would be a further stt‘p 
towanls the carrying out of the great scheme of the eonsolidatioii of 
the statutes of this country which his Hon’ble and learned friend 
Mr. Stephen had in progress. 

The Government believed that the principle of giving the assistance 
of the State to private persons for the purpose of carrying out works 
of permanent agricultural improvement was one that might with great 
advantage receive a much wdder and more systematic development 
than had hitherto been given to it. The works for which these 
advances would be made vvere not at all grea,t w^orks requiring 
engineering skill, but works of improvement within the capacity of 
the proprietors and occupiers of the land themselves, wdth such little 
help firoin the authorities as might be necessary. These works would 
be for the most part such \vorks as wells and small drainage works, 
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reclamation of waste land, and so forth. There \vhs another class 
of works at the present time for which advances of this kind might be 
made with special benefit, and for this class of works, through 
imperfections in the existing law, to wdiich he need not now more 
particularly allude, advances had hardly been made at all. Northern 
India was being gradually covered with a system of gnjat canals for 
irrigation; but the State could only eonstruct tlie main channels for 
these works. All subsidiary works, such as the smaller channels for 
bringing water into the fields and the preparation of the land for 
irrigation, must bo done by the people themselves, by the local 
proprietors and occupiers of land. Although these subsidiaiy works 
required really little skill, and were for the most part- inexpensive, 
still the cost of them was often greater than the small proprietors 
and cultivators in possession of the land were able to bear without 
difficulty; and the necessity of incurring this expenditure had been 
found very often to be a serious obstacle in the way of obtaining 
full advantage from the irrigation canals constmeted by the Govern¬ 
ment. Without these subsidiary works of which he had .spoken, it 
was impossible that full benefit could be derived from the canals. 
It rested with the occupiers of the land themselves to take water, or 
not, as they pleased; and the result of the present state of things was 
that there was frequently extreme delay, after the main channels were 
made, in taking the water. Thus there was delay in protecting tlie 
country against famine, and obtaining for the country the vast 
aecesHon of wealth and prosi>erity which was offered to it, and at the 
same time, necessarily, delay in obtaining for the Government an 
adequate return on the vast sums of money that it had expended. 
The Government believed that there could be no object to which 
portions of the loans which it was proposed to raise for reproductive 
works could bo more advantageously and properly devoted than this; 
and in making loans for works of this kind there could be absolutely 
no risk, for the loans would be given on the security of the land ilself, 
and under a system already known to the people and highly appreciated 
by them. In a very few years all advances of this kind would be 
repaid, without the slightest doubt, wdth interest; nor would any 
elaborate or expensive machinery be re(iuired for the carrying out of 
this systtmi under any development we were likely to see given to it. 
He believed tliere could be no doubt that the existing revenue and 
other public establishments would be quite sufllcient to do everything 
which was likely to be required. 

6 
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He need not now enter into tbe details of the measure he proposed 
to introduce. A more fitting opportunity for doing so would be found 
on the introduction of the Bill, if the Council would give him leave to 
proceed with the meastire. Provisions would of course be recpiired in 
detail, to regulate the purposes for which these advances of money 
might to made, and for defining the conditions under which advances 
should be given, and under which they would bo repayable, and, in 
cases of failure in re-payment, for defining the manner in which the 
money shoidd be recovered. The Tioca.l Governments were all con¬ 
sulted regarding this measure in a letter which was publisheil in the 
Gazette of India mis. months ago. Answers had been received 
from all the Local Goveniments in the north of India; and although 
many suggestions had been made, many of which were very valuable 
and W'oiild require careful consideration in detail, he might say 
generally that the proposed measure had been generally approved by 
all the authorities consulted. 

This system, which had long been in force in India, though in a 
verv undeveloi)ed form, was identical in principle with that wdiich had 
been carried out on a large scale in many parts of the United 
Kingdom under the Land Improvement Acts, with results which 
were most encouraging, and the nature of which was well-known 
to Hts Excellency the Piiesident, and to which he need not refer 
more particularly. He thought it might be safely said that there was 
perhaps no country in the world to which a system of tiiis kind was 
mote properly applicable than India ] for in India at the present 
time there was one great industry, and one only— the agricultural 
industry. The one great source of wealth in India was tlie land. 
It might be safely said that the whole present and future prosperity of 
this countr}% and he might add the future financial position of our 
Empire in India, depended on the development of the vast and 
practically unlimited, though too often neglected, agricultural 
resources of the country. If advantage vrere taken of the means 
which science and wealth had placed at our disposal for the improve¬ 
ment of the land, and, he might add, if we abstained from putting 
into operation theories which ignored the only really great and 
progressive soiiiee of wealth which India possessed, it might be 
safely predicted that the increase of agricultuial prosperity in India 
* would be rapid and immense; and he believed that at no distant 
period the twenty millions of annual income which the land now 


•'i'iswm 



GRANT OF loans AND ADVANCES TO AGIIIOULTUIIISTS. 


43 


%L 


yielded to the State might be expected to form, he might really say, 
an insignificant burden on theragriciiltiinil resources of the country. 
The present measure would be a step in this direction, and lie thought, 
a not unimportant step. He believed that if it were worked intelli¬ 
gently it might produce really great results, and he thought that this 
measure would also be valuable at the present time as a fresh recog¬ 
nition of the fact that the Government of India w^as not only a 
Government, but the receiver, as the representative of the public, of 
tliat portion of the rent of the land wdiich had belonged from time 
immemorial to the State, and that, in its capacity of chief land-lord 
of the country, duties devolved on the Government for the improve¬ 
ment of the land, and for the advancement generally of agriculture, 
beyond the ordinarj' duties of a Goverumeut, and similar in kind to 
those duties wdiich a good land-lord had ever^’W'here to jieiform. 



\^ExiracU from the l^roceediitffs of the Governor QeneraVs Cotnwil, 

dated the 28th September, 187IJ] 

Land Impedvement Loans Bill. 

The Hon’’bi;e Mr, (afterwards Sir John) Strachey said that he 
nee<l not say much about the objects of the Bill, because they had been 
fully stated on former occasions. In regard to the main princijdes 
of this measure, there was no novelty in it. It was a consolida¬ 
tion of the old takavi laws, with some important amendments. 
It ought, he thought, to be remembered to the credit of the British 
Government of the last century in India, that it recognized 
by law the principle now acted upon with so much advantage at 
home, under the Land Improvement Acts, that it was the duty 
of the State to make use of its resources in encoumging and 
developing agricultural improvement. The old Regulations for 

which it was proposed to substitute the present Bill, liad not, 
ho believed, in any Province, been applied on any defined and 
organized system. Their application had mainly depended on the 
opinions or zeal of individual officers of the Government. Nor 
would it have been easy to introduce such a system, for the pro¬ 
visions of the existing law were, to some extent, unsuitable and 

obsolete. For instance, if the law were strictly acted iiix)n, 

which he believed it never was, they would liave to charge twelve 
per cent, interest on all advances. What they required was a 
well organized system under which the Government should encourage, 
by loans granted on the security on the land to be improved, the 
construction of simple works of agricultural improvement, such 
as, wells, tanks, minor water-courses, and so forth. The Govern¬ 
ment was now gradually covering India with great works of irri¬ 
gation on a scale unknown in any other part of the world, but no 
proper provision had hitherto been made tor the encouragement of 
the humbler but hardly less valuable class of works to which this 
Bill referred—works which would be constructed by the landed 
proprietors and occupiers themselvee. 

The present measure brought with it no financial risk, and 
imposed no charges whatever on the revenues of the State. Go^ern*■ 
ment would make advances at a somewhat increased rate of interest 
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over that which it itself had to pay, hut still at a low'er i*ate 
than money could be borrowed at from other parties, and he i)re- 
sumed that these advances would ordinarily be made, or might, 
with propriety, be made from the money borrowed for re¬ 

productive works. 

Those works would be so simple that there could be no doubt, 
under proper management, of their reproductive character. The 
security for re-payment would, in almost every case, be the 

land jtself on which the improvement v^as made. He only wished 
that they had some such sort of local and well-defined security 
for the re-payment to the State of the charges incurred on the 
great works of canal irj^gation executed by the Government it¬ 

self. There was no doubt that they ought to have such security, 
and he believed that at some future time they would get it. This 
however, was not a question he need dwell upon now, as it might 
perhaps, before long, come up for considemtioii before the 
Council, when the Canal Bill was being proceeded with. 

Hitherto, advances of this character had only been made to 

the proprietors of the land to be improved. Under the present 
Bill, advances, under certain circumstances, might also be njadu 
to tenants ; but the consent (either expressed or implied) of 
the landlord would be always necessary, unless the Collector 

should be satisfied that the tenant possessed in the land an 
inde])endent and transferable interest which would furnish by 
itself, without reference to the landlord, a sufficient security 
for the re-payment of the loan. 

The Government would make rules as regards all details not 
expressly pj’ovided for in the Bill. 

The practice laid down in the old Regulations which had been 
found perfectly successful in protecting the Government against 
loss, was also introduced into this measure, namely, that advances 
would be recoverable as arrears of land revenue. 

He hoped that if this measure became law, it would prove 
the starting point of a system under which benefits of tho 
greatest jicssiblo value might be conferroduj)on the country. 

The Hon^ble Siu R. Temple ‘said that he entirely agreed in 
the remarks of his Hon^ble friend, Mr. Sthachey. The Financial 
Department concurred heartily in the Bill. The advances provided 
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under the Bill would be made, of course, from the cash balances, 


and the cash balances consisted 7 >artly of the results of Imperial 


taxation, and partly of sums raised by loan. Now, how was it 
possible to spend such balances more properly than in stimulat¬ 
ing and assisting agriculture—the only reliable field for 
taxation ? The security for these advances was the best possible— 
the very land that was to be improved. He agreed that it was 
highly desirable that similar security should be provideil in 
the case of canals ; any such proposal would certainly have his 
(Sill R. Templets) support. As to the rate of interest, it would 
always be such as to fully recoup the Government for all expenses 
connected with the loan ; no fraction of any such expenses would 
fall on the general tax-payer. In formerl^irnes some small advances 
might have been made without interest, on the principle, he 
supposed, that land revenue not expended might, wiiii proindety, 
be spent on the landowner from w^hom it was derived. But the prin¬ 
ciple was one that obviously could not be generally carried out. 
Those w^ho borrow^ed should, as a rule, pay interest; and this being 
80 , there was no need for the short periods in wiilch, under the 
old system, these loans were repayable. These shorij periods had 
to a great extent, neutralized the value of the i^Ivance, because 
an agriculturist found himself obliged to repay the loan before 
he began to reap any advantage from the improvement effected. 
Now that a man would pay fair interest, there ivoiild be no need 
for any such hurry. It was far better that the people should 
borrow of Government than from their own countrymen on wdiat, in 
an}“ civilized county, would be regarde^l as exorbitant rates. It 
was a great duty to encourage saving, and to lead tenants, as 
well as landlords, instead of lioarding their savings, hiding them 
in a napkin, melting them down into ornaments, or burying them 
in the ground, to apply them as capital to reproductive imvpo&es 
in compliance with the sound principles of political economy. 

His Excellency the Piie>sident said—I cannot allow the Bill 
to ]ias 3 without expressing my satisfaction at the prospect of its 
immediately becoming law. 

Ever since I have been in India I have been most anxious that 
the system under winch lakavi advances have for years been made, 
should be systematized and rendered more beneficial. 
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In Ireland a system of Government advances has been in opera-* 
tion for many years to the ^reat benefit of the country. I may say 
for the satisfaction of my Hon’ble colleague, tlie Financial Member 
of Council, that the system has been carried on throughout the entire 
period of the famine without the smallest loss to the Government, 
as well as I recollect. From the last returns I see that the sum now 
advanced is eonsidembly more than two milions, and the arrears of 
principal and interest amount to something like £550 

The whole system works like clock-work, with great advanfago 
to the country, and without the smallest risk of present or future loss 
to the State. 

In England, where i>lias not been thought necessary to estab¬ 
lish a Government system of loans, many Acts of Parliament have 
been passed to enable private individuals and Companies to esLiry out 
almost the same system; and to Companies which make tliese loans, 
the same facilities for recovery and the same securities are given 
as the Government would have thought necessary to enact for its own 
loans. 

I happened to bo connected little with a. Company of that kind, 
and the result was precisely the same as in the ease of the Irish 
Government loans. 

The sums of money negotiated were exceedingly large, but the 
re-payments are jnade to the day, and I do not believe tl>at the Com¬ 
pany with which 1 was connected bad ever to complain of having a 
single bad account. 

There are several otlier Companies of tlie same kind that have 
been engaged in the same transactions, and, with the exception of 
some which were not very well managed, the same satisfactory results 
have generally been obtained. 


It seems to me that such a system which has worked so well 
in other countries, and which is so well known and has been so long 
in existence in India, must be an immense benefit to the country, 
and that if the local Governments take up this measure in the spint 
that I have—no doubt they will—it ^vi\l be found easy to establish a 
small and inexpensive organization for working the provisions of the 
Bill in case the district officers have not time to give to it clue 
attention, 
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think in clisfcriets-.where the transactions may not be larj?e, 
and where the system is well known, it may be found that the dis¬ 
trict officers can do ail that, is neeeskry; but in other districts, where 
numerous or large works may be desired, and the proprietors are 
willing to undertake them, that some small special organization may 
be necessary for a oeitain class of works, and that there will be no 
difficulty in arranging for their proper supervision and completion. 

There is only one other remark that I wish to make, and tiiat is, 
that the Council will perceive the Bill is strictly limited to loans 
made for agricultural improvements. 

I have heard it stated that, by the jmssing of this Bill, the 
Government have announced their intention of withdrawing perma¬ 
nently advances for agricultural purposes that may not strictly come 
under the head of agiicultural improvements. I can only say that 
this is not the intention of the Government, and it is possible 
that there still may be certain loans necessary particularly under jjres- 
sure of famine and distress, such as have been given in former years 
under the tahivi system, which it is absolutely necessary that we 
should make. There is nothing in this Bill to prevent this still being 
done. 

'Phe whole object of the Bill is to put, on a more systematic foot¬ 
ing, the system of loans for permanent agricultural improvements, 
which can have no other effect except that of adding permanently 
to the value of the land and increasing the value of the property. 

1 commend this Bill to the attention and consideration of Local 
Governments, believing that' it will not only have the effect of bene¬ 
fiting the people, but it will also bring the officers, who are engaged 
in carrying out its provisions, into a most agreeable contact with the 
people, and increase those kindly feelings which ought to exist between 
the rulers and the ruled. 




[Exlracts from the Famine Commimon’s Beport, 1880?^ 

Part ir, Chapter IV, Sec. Ill, pp. 143-4:5. 

GovEiiNJfENT Loans to facilitatb La.vd Impkovement. 

Sketch of existing practice. 

1. Advances for the improvement of land are now made for 
the most part under Act 2C of 1871. The object of this Act 
was to define the purposes for which it was held to be legitimate to 
place a charge on the land, as security for the repaj ment of advances 
noadc by the State, to enable improvements to be carried out, and 
to give the Government a preferable claim on the land for such 
roi^ymeiit. These purposes were defined to lie undertakings whose 
object is the pei-manent improvement of the productive powers of the 
land; and such undertakings arc of three classes: (1) wells, tanks, 
or other works for the storage, supply, or distribution of water for 
agricultural purposes, or the preparation of laud for irrigation; (2) 
works for the drainage of land, for reclaiming land from rri^r or 
other waters, and for the protection of land from floods or erosion ; 

(8) for reclaiming, clearing, or enclosing lands for agrieultnral pur¬ 
poses. The pmvisions of the Act, which has been amended as to 
procedure by Act 21 of 1870, are, that a landowner, or tenant 
with,his landlord’s sanction, sJiourd apply for an advance; .-lud that 
the Collector after sati.sf^dng himself that the object comes under one 
of the above three cla.sses, and that the security offerefl is sufficient, 
may make the advance, and shall ulfimatcly recover it in the same 
way as the land revenue is collected. Furtl.er details as to the 
amounts to be lent, the mode of making applicatiou.s, the mode of 
empiiring into the security and the object, the interest to be charged, 
the manner and time of repaying instalments, and the amount of 
those iuatahncnts, are to he provided for by rules drawn up by 

local governments ami sanctioned by the' Governor Genend in 
C Council. 

Defects of the system. 

2. The evidence we have received regarding the working of this 
Act renders it unquestionable that it has failed to realise the intention 
of promoting improvements, and that there is a very genemi reluc¬ 
tance to make use of its provisions. The sums which have been 
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advanced under the Act are extremely small * and bear no proportion 
whatever to the necnl which the country has of capital to carry out 
material improvements. This result is allegcK;! to be due to several 
causes, among' which the following are the most prominent: — The 
obstacles created by inefheient Native subordinates, to whom the 
granting of such advances gives extra trouble, the delay and expense 
of the initial procedure, under which the first application has to be 
stamped, the bond for repayment stamped and registered, and a 
minute and troublesome incpiiry has to be made into the nature of 
the applicant’s tenure and its value; the necessity of paying interest, 
which is usually fixed at OJ yier cent, per annum ; the small number 
of years over which repayment may ]>e spread, and the conse(|ueiit 
largeness of the annual instalments ; the early date at which they 
begin to fall due, even before the imjirovemeut has begun to realise 
a profit; and the rigidity of the rules for punctual repayment. 

Suggested alterations in the Act and rules. 

3. The evidence we have obtained on these points leads us to 
recommend that the Government of India should cause an inquiry to 
be made as to how far these complaints are valid, and to what extent 
they can be met by an alteration in the rules. While all needful 
precautions are taken to secure the State from loss, every unneces¬ 
sary impediment sliould be removed which now makes the j.eoyjle 
unwilling to apply for such adv'^anpes. I 4 particular wo recommend 
that the jieriod over which the repayment of the debt can be spread 
should be considerably enlarged; that a reasonable time should be 
allowed for the completion of the work before repayment begins ; 
that the rate of interest chargal should not excefnl what it costs 
Government to effect its loans; that the annual instalments should 
be fixed at an amount which would, in a prescribed term of years, 
discharge the principal and interest together, so that any separate 
interest account may be avoided, and which sbould not exceed at the 

♦The sams iliehuraed in the last year ou record, 1877-78, are as follows: 


11 s. 

P (nijab (7 distriefcs only).. - 180,000 

North-Western Provinces. 68,643 

Bengal.. 

Cenh-al Provinces...... 7,5l.'5 

Bonibay . 14,957 

Madias. 156,367 
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outside 10 per cent, on the original advance, at which rate it is 
calculated that the loan, witli interest at 5 per cent., would be r( paid 
in 11 jears. If, on the other hand, a period of 20 years is allowed 
for repayment, the annual instahnonts need not be more than 8 per 
cent, on the original advance; if 25 years, they might be reduced to 
7 per cent. 


Advances to be managed by the Agricultural 
Department. 

4. Not only shonld the way be made easy for landowners to 
apply for such a/lvances, but they should be encouraged to do so by 
the advice and influence of the district oflicers. We suggest there¬ 
fore the advisability "of entrusting this duty to the oflicer of the 
Agricultural Department in each district, wlio should make it his 
peculiar duty to encourage the landed classes to look to Government 
rather than to money-lenders for advances of this kind, should advise 
with them as to the objects on which money can be most usefully 
laid out, and should su[‘ervise the proceedings of the native agency 
through whom the details of the procedure must ordinarily be 
cari’ied on. 


Advances for objects outside the Act, and in 
exceptional cases. 

5. Besides the advances given for the objects contemplated by 
this Act, advances of another kind have been, and still arc, made out^ 
side the Act, sucli as loans to help landowners to pay off debts, for 
the purchase of bullocks or seed grain, and for the construction of 
embankments and watercourses, loans without interest to some wild 
tribes, or to facilitate the recovery of the country from famine. 
It is undoubtedly well that provision should be made for giving assist¬ 
ance in exceptional eases which do not come under this Act, and 
peculiarly so when the country is recovering from so great a calamity 
as that of famine. We have already proposed that the making of 
loans to the lauded classes should be a part of the regular system of 
famine relief, and this measure should be liberally extended and 
prolonged till the effects of the famine have passed away. There 
may also be other eases of exceptional calamity, in which relief may 
properly he given to deserving tenants or landlords by advances of 
this kind; and it is desirable that the district officers should, under • 
suitable rules, have the power of giving such assistance where the 
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are personally known. But care sKould be taken to 
avoid falling into excess in doing tJiis. There could be no greater 
encouragement to unthrift and recklessness among the agricnlturists 
than the knowledge that they have no need to accumulate capital to 
meet any misfortune that may befall tliem^ but that they can always 
rely on obtaining from the Government the money they require on 
comparatively easy terms. The landed classes are only too prone to 
ent/Cr into any contract for the future which will relieve them from 
present pressure, and this tendency would be stimulated if the 
Government, as a rule, lent money except for the object of a definite 
and permanent improvement of the land. 

Improvements not to be the ground for increased 
assessments. 

6. In addition to the difficulties mentioned in para, 2 of this 
section as arising out of the working of the rules made under the 
Act, another reason has been prominently alleged for the disinclina¬ 
tion of landowners to sj^eud money, whether their own or borrowed, 
on the iinprovement of the land, and that is their doubt whether at 
the expiration of a term of settlement they will be allowed to enjoy 
the whole profits of such an improvement, or whether it will form 
the occasion for an enhancement of their assessment. In the Punjab 
it is a rule of the revenue system that constructors of new wells 
should be protected for 20 years from enhancement on account of the 
irrigation thus provided, and that repairers of old wells and diggers 
of water-courses should be similarly protected for 10 years. In the 
NorthAVestem Provinces, Oudh, and tlie Central Provinces no 
definite rule appears to have been laid down. In Berar and Madras, 
rules have been issued providing that the assessment on lands on 
which wells or other improvements have been constructed by the 
owners or occupants at their own cost shall not be enhanced at a 
future settlement, except on the ground of a general revision of the 
district rates. But these rules have not the force of law, and in the 
Bombay Presidency alone has this undei-standing been embodied in an 
Act, We think it important that a jweeise and permanent under¬ 
standing should be come to on the subject and ratified by law. The 
landowner should be guarant(?cd against any enhancement of his 
assessment for such a period as shall secure to him sucli a reasonable 
return on bis investment as will encourage the prosecution of improve- 
metits. It api>ears to be quite possible to draw up a set of rules 
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defining what the penou siwiuu be for any locality or any cla^s of 
ca.es, so that it may be clearly known, without fear ot mistake oi^ 
danger of vetmctatioa and change of view, by ever/ ancowna oi 
tenant who executes a permanent improvement on the land, w e i 
be is entitled to the entire profits arising from it, or to a part, for 


ever, or for a term of veal's. 


Bight of tenants to make improvements to be 
affirmed. 


7. We think also that more distinct legal provision is reipiircd to 
secure that every occupancy tenant may effei^t in the land he occupies 
material improvements of the kind conteniplatikl in Act o 

1871 without requiring him to obtain the sanction of his landlord, 
and without endangering the security of his tenure. Such a right 
has nowhere been authoritatively declared hy the law, and decisions 
of the Courts have in some instances negatived, and in others ques¬ 
tioned, its existence. Further, every tenant who is ousted by his 
landlord for failure to pay rent or other causes should obhim com¬ 
pensation for unexhausted irnprovemente. A clause jirovuling for 
the latter case exists now in the Rent Law of the North-W estern 
Provinces, hut does not appear to exist in the Punjab, Oudh, Bengal, 
or the Central Provinces, 



\^E.rtracts from ilu Proceedings of the Governor GeneraPs Council, 
dated the 26 fh October, LS82d\ 

AGillCULTUIlAL TjOANS BiLL. 

The Hon’blb Me. CEOsriiWAiTB: said ;— 

The Council is aware that an Act was passed in 1871 for the 
purpose of enabling (Jovernment to make aclvances of money to the 
owners and tenants of land for the sole purpose of inq^roAung that 
laud. After some eleven years^ ex]3erienee, it is universally admitted 
that the Act is a failure. The total advances under the Act for the 
Avhole of India do not come to more than foiir-and-a-half or five 
lakhs at the outside during the year, and the Famine Commission, 
in Chapter 4 of the second j^ait; of their Report, have called attention 
to this subject, and suggested that the Act might be made simpler, 
nnd tlie Local Governments might have more power to make the 
rules under which the Act is worked elastic and suitable to local 
peculiarities. On the report of the Famine Commission, the Local 
Governments were asked to give their opinions on these suggestions. 
Those o])inions have now been received, and are almost unanimous 
that the Act and the rules framed under it rocpiire simplification. 
^I'he North-West Government are .specially anxious that this should 
be done, and they have pressed it on the notice of the Government 
of India. In accordance Avitli those opinions the present Bill has 
been framed, on tlie principle of leaving everything, tliat can pos¬ 
sibly be thus left, to rules to be framed by the Local Government. 
In the present case, I think this method of framing the Act is not 
open to objection, because the only interests concerned are those 
of the Government which advances the money, and it is presumed 
that in making the rules it will take precautions against loss. In 
thus amending the law we have also taken the opportunity of endea¬ 
vouring to encourage the application of priv^ate capital to the im¬ 
provement of land. We propose to follow the method which has 
been for a long time adopted in the English and the Irish Acts, 
Avliich have been passed for a similar purpose, the method, namely, 
of empowering companies whose articles of association, and the 
method of whose business, approved by the Government, are to make 
advances to owners of land for the purpose of executing improvements. 
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We propose tliat the Government of India should have the power ^ 
to place conditions on those coui[)anies, to ensure that their business 
shall be carrie<l on in a proper and reasonable manner; and, if those 
companies fulfil the conditions imposed upon them, the Bill is so 
drawn as to enable tliem to take advantaG^e of its provisions for 
the recovery of the advances; in fact, tlieir loans yill be secured and 
wdll be recovei’able in the same manner as if the money had been 
advance<l by the Government. 

Tliis is the Bill wliich T ask leave noAv to introduce, and I hope 
that the Council will give me permission to introduce it, because, 
although 1 think it is open to doubt \vhether it will lead to a very 
great extension of advances by Government, I think it is quite 
])robable that it may open the door to private enterprise in the matter. 

For my own part, I fear that, until the causes which prevent peo])le 
from improving their lands are removed, namely, in the case of 
tenants, the want of security that the profits which are derivable from 
their improvements will not be appropriated by the landlord; I think 
that, until the provincial laws are alteied in this respet^t, there is not 
much hope, so far as tenants are concerned, that they will take 
advance either from the Government or from private companies; but 
I think that, wlien this Bill is passed, we shall have done all we 
can in a direct way to make the system of advances popular. 

Thk Hon’ble Srn Steuaut Bayley said :— 

I hav^e only a few remarks to make in confirmation of the 
proposals of my hon’hle friend. Me. Chosthwaite, in connection with 
this Bill, Avhieli, I quite agree with liim in hoping, the Council will 
give him permission to introduce to-day. 

Ho has told us of the origin of tlie Bill, but there was also 
another reason for bringing it in wdiich he ornitte<I to mention, 
which WTis a small technical omission, regarding the recovery of 
interest on loans, which was brought to our notice by one of the 
Local Governments. But, in reading the papers connected with 
the Bill, I was very much struck by the unanimity of all those 
consulted as to the fact of the old law having failed in accomplish¬ 
ing the objects with which it was established, though there was 
considerable difference of opinion as to the reasons of that failure: 
reasons were given of all kinds. Some gentlemen, I observe, 
actually slated that the agriculturists did not require loans for the 
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i.m pro Yemen t of their land; but that was not general. More com¬ 
mon ij it war, said that the dealings of the cultivator with oflicials 
in matters of this kind were exceedingly troublesome, that at every 
point lie was thrown back, and that it took him an enormous 
amount of time, and caused him an unreasonablo amount of trouble, 
to get his loan. That was, I think, very generally agreed. 
Another point was the excessive cost of the apj)licatioa in point of 
fees; another point was the high rate of interest; another was the 
shortness of the time within which he had to repay the amount, 
and there may have been other reasons given, but those were the 
main ones in regard to the Act as it stood. Put tiie real reason, to 
my mind, which has prevented the old Act from having anything like 
the operation which we would have wished for it, was brought out 
very clearly and lucidly in a report by Mr. Jones, Commissioner of 
Berar. He explained—and I think every one will agree that his 
explanation is incontestable—that the ryot, if he borrows f^’om 
the Government, cannot also borrow from the village money-lenders. 
It was a sermon on the old text that you cannot serve two masters. 
The ryot comes to the Government and he receives the loan, but, in 
order to receive it, he must hypothecate his land. Shortly aftenvards 
he wants 2:>erhaps to borrow for some other purpose—^for marriage, 
or to pay Ids revenue, or for any one of the thousand domestic 
purposes for which he requires money besides agricultural operations, 
lie then goes to the village liioney-lender ; the money-lender turns 
round upon him and says :—^No, you have already borrowed from the 
Government, the Government have been ruining my business by 
charging a lower rate of interest than mine; the Government have 
already got the first lien on your land, and now you can go to 
the Government for the other money that you want.^ Well, wlien 
it comes to a choice, and the ryot has to decide whether he should 
borrow from one of two competitors,—one of whom can only lend 
for one purpose, while the other can lend for all purposes,-—there is 
very small doubt as to what he will do; lie will cleave to the one 
who can lend for all purposes, and despise the other who can only 
lend for one purpose. That is, I think, the real reason which cuts at 
the root of any very extended usefulness of the Act as it at present 
stands. There remains the fact that, though tliis applies to the 
cuitivators who are indebted, it does not apply to the cultivators 
who are not indebted. These may require loans for agricultural 
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improvements, and to them the necessity for keeping on good terms 
with the village money-lender does not apply; hut the great majority 
of cultivators—even those very well off—all over the country, must 
occasionally have to apply for loans for temporary purposes. Well, 
I suppose, the logical deduction from this would he—^ Then why 
not give up the whole htisiness and try and arrange a system of 
companies or banks conducted hy private enterprise which shall 
take over from you the agricultural loans, and at the same time 
carry out the ordinary domestic and industrial loans which the 
ryot wants at all times and in all parts of India 


We have given a great deal of attention to this subject, with the 
assistance of my Hon’ble friends, Mr*Ljoii BiiiiiNG, Mr, Crosthwaite 
and others; we have been pmctically working at it all the season; 
it has been thoroughly threshed out, and a scheme up to a certain 
point has been devised; but the more we worked at it, and the 
deeper we dug, the greater the difficulties, and the more insuper¬ 
able they seemed. We were met by tlieso two main difficulties, 
in regard to Northern India especially,—first, that (he r}'’ot in 
those partv^ has no transferable interest in his land which he can offer 
as security, and the only interest he can offer—his crops—are pre¬ 
viously hypothecated to the landlord. These were the two points 
at which we struck. We got pretty well on with the work, when it 
was brought to our notice that a gentleman in Bombay— Mr. (now 
Sir William) Wedderburn —was at work on a similar scheme, and 
he had the advantage of being in communication with certain 
bankers at Poona who were apparently willing to assist him in 
starting an experiment of the kind. It occurred to us that the 
experiment of an Agricultuml Banking Society aided by Government 
should, in the first instance, if tried at all, be tried in a 
selected tract of country, and not thrown to be torn in pieces by 
the fortune or ill-fortune which might attend it under tlie varying 
conditions of different parts of India, and, when we came to consider 
to what tract of country we should apply it, it seemed to us that very 
obvious advantages existed in regard to the Deccan which did not 
exist in any other part of India, In the first place, the cultivator of 
the Deccan has a transferable interest in his land, and, in the second 
place, he has no landlord coining between him and the Government. 
Well, Sir William VVeddx’RBi rn was good enough to come up to 
Simla, and we had various conferences with him, and the upshot of it 
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all is that we proj^ose now to consult the Government of Bombay on 
the possibility of introducing such a scheme into a selected area in the 
Deccan. In the meantime, the necessity remains for amending the 
existing law, not only on the small technical point which I have 
mentioned, but also on the various grounds given by Mu. CROSTHWAiiB. 
We wish to amend the defects in procedure, we wish to simplify the 
procedure in every direction, to shorten the operations and various 
processes through which the ryot has to go before he can get his 
loan; we wish for permission to reduce fees and stamp-duties; we 
wish to bring the interest down to the lowest point compatible 
with justice and fairness to the general taxpayer, and we wish to 
make the law as elastic as possible, and to leave as much 
as possible to be provided for by the rules of the various Local 
Governments. 

These are the objects with which the Bill is brought in, and 
I have no doubt that, in the hands of my Hon’ble friend Mu, 
Ckosthwaite, ^hese objects will be attained. We have also provided 
experimentally—^and these provisions will have to bo very carefully 
considered in Select Committee when leave is given to introduce the 
Bill—for permission practically for the Government to make over, 
in any tract in which an agricultural bank may be started, its money- 
lending business for agricultui^al operations altogether. Such banks 
have not yet been started generally, but I w^as very much interested 
in having my attention recently called to a re^^rt in the Bengal 
Government Gazette by tli^ Commissioner of the Presidency Division 
of Bengal, giving an account of an agricultural bank which has been 
started in Jessorc*. That bank is conducted entirely by Native 
managers, and it has been started by Native capital. It is principally 
concerned wdth deposits by agriculturists, but it has also a good deal 
of loan w^ork. Naturally, you will ask, if an agrieultuiul bank in 
Bengal can do loan work, why should w^e have been so mueh hampered 
with regard to the security of the land and the crops ? The answer is 
given in the Commissioner's report on the bank. The bank lends only 
on the security of zdmhidaris and patni tnhiqSj that is to say, on what 
is absolutely, or nearly absolutely, proprietary right, and does not 
descend to tenures. This, of course, limits to a certain extent the 
usefulness of the ]>ank from our point of view, but still it is a very 
useful experiment, and I only hope the example will be followed 
freely and frequently in other parts of India. 





GIIANT OF LOANS AND ADVANCES TO AGlllCULTURTSTS, 


59 


His Excellency the Pubsident said:— 

I have only to say, in regard to this Bill, that it is not a very 
large measure. I believe, however, that it will remove many of the 
(liiBcuIties which now prevent the practical employment of the existing 
machinery for Government loans for agricultural improvements, and 
that, as far ixs it has that effect, it will, I cannot doubt, be beneficial 
to the agricultuml community. 

The difficulties found to exist in India in this matter are not 
confined to India alone. We find also at home that loans of tliis 
description are not taken advantage of to the extent to which one might 
naturally sujjpose they would be, for very much the same reasons as 
those which have deterred agriculturists from availing themselves of 
them in this country,—namely, the difficulties created by the very 
strict rules which liave been laid down for the guidance of applicants 
for loans of this description. TJiese rules have been found to be 
unjDaktable to English landholders, and I am not by any means 
surprised to find that they have had the same effect in this country. 
The main object of this Bill is to sim 2 )lify those rules to the greatest 
possible extent, to enable them to be applied to the different i)arts of 
the country as varying circumstances require; and it is my earnest 
hope that, although the measure is not one of a very extensive 
character, it will effect a small and useful reform in the present system 
of loans for agricultuml improvements. 
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l^Eittracts from the P roceedlngs of the Governor GeneraVs Cotiucil^ 
dated the Aih January^ 1884.'] 

AGracuLTURTSTs' Loajss Bill. 

The Hon’ble Sir Steuart Bayley said that the Act which he was 
asking the Council to amend was known as the N’orthem India 
tahavi Act. The Act was a very small one, and its whole essence 
consisted of one section, which said that, 

“ The Local Govenimeiit may, from time to time, with the previous sanction of 
the Governor General in Council, make rules as to loans to bo made to owners and 
occupiers of arable land, for the relief of distress, the purchase of seed or cattle or 
any other purpose not specified in the Laud Improvement Loans Act, 1883, but 
connected with agricultural objects.’* 

The loans ^\'^ere to be recovered as arrears of land revenue. The 
object of the amending Bill was, in the first place to correct a small 
omission which was mtide in the original Act. The omission was tin’s, 
that, although the loans themselves were recoverable as arrears of 
revenue, no arrangement was made for the recovery of interest on 
these loans. It was proposed to provide for this. The second point 
w^as that the Act, which extends at present only to Northern India, 
might, at the option of other Local Governments, be extended to the 
provinces under their jurisdiction. The third point was to provide 
that loans given on the joint security ()f village committees, or to 
other agricultural associations of the same kind, might be collected 
on the joint responsibility in the same way as in the Agrienltural 
(Land) Improvement Loans Act. These Avere all the proposals of 
the amended Bill. 



\Er(raei8 from the famhie CommmMs Report^ 1901!\ 

Fart III, Section V, Pages 102-106. 

Advances by Government. 

810. There is some connection from the historic as \rell as from 
the economic stand-point between the establishment of Creciit 
Associations and the CDCoumgement of advances under the Agricultural 
Loans Acts. The historic connection lies in the fact that it was 
originally intended to incorporate in the Land Improvement Loans 
Act a scheme for the creation of Agricultural Banks, although not of 
the Kaiffeisen class. The economic connection lies in the identity 
of the object, at which both Agricultural Banks and the system of 
Government advances alike aim. 

311. That object is the promotion of agricultural prosperity and 
the improvement of the cultivators’ condition. The real justification 
of the policy (of Government advances to cultivators) lies,’’ said the 
Member in charge of the Bill, which became Act 12 of 188^1, '^in the 
position of Government as the great landlord of the country, and the 
direct bearing which the welfare of the cultivator has on its revenues.” 
But a wider view may be taken of the responsibilities of the Gov’crn- 
ment, and its interest in the cultivator as a citizen no less than as a 
contributor to its revenues justifies it in promoting his industry. The 
policy of the Takavt i\.cts should not be regarded as productive merely, 
hut also as protective; and it is upon the protective aspects especially 
that we w^ould insist. We recognise tJie progress that has been made, 
since these measure^ were originally introduced, but we are convinced 
that there is both scope and netxl for a further exteusion of the i^olicy 
in its protective aspect on lines of greater liberahty. It will be 
convenient to deal separately with the tuo Acts, although many 
considerations apply equally to botli. 

312. The liand Improvement Loans Act (19 of 1883) in its 
present form rose out of the recommendations of the Famine Com¬ 
mission of 1880. That Commission noticed many defects in th" 
existing law regarding agricultural .-ulvances, and their recom¬ 
mendations led to improroments, which, so far as they liave gone 

have proved beneficial. Still much remains to be done. ’ 
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313. It is not necessary to enlarge upon the importance, from the 
protective point of view, of a j^ricultural iuiprovements generally. 
The Commission of 1880 drew attention, to the matter and suggested, 
among other reforms, the possibility of extending the practice of 
Bombay and Madras to Upper India so far as to rule that the 
assessment of land irrigated from a permanent well should not be 
liable to enhancement on account of the well at any revision of the 
settlement, provided the well is kept in efficient repair."^ This recom¬ 
mendation was embodied in the Bill which afterwards became Act 19 
of 1883, and was thus referred to by the Ilon’ble Member of the 
Governor Gen crabs Council in cliarge of the Bill during tlie debate 
upon it:— 

‘'^The section, as it left the hands of the Select Committee, proposed 
to go even beyond the recoinoAentlation of the Famine Commission, 
and to exempt from increase of assessment ])rofits arising from iin- 
pnwements effected by'the aid of loans taken under this Act, not 
merely for such periods as would secure to the; maker a reasonable 
return for his investment, but for all time. In those temporarily 
settli^d provinces where cultivation has almost reached its natui-al limits, 
this principle might perhaps be applied tvith advantage ; but in others 
where extensive areas are still aw'aiting reclamation, which can 
practically yield no return and pay no revenue until irrigated, the 
enactment of such a hard and fast rule would result only in a useless 
sacrifice of the prospective financial resources of the stated^ 

31d. For these reasons the clause which embodied the recom¬ 
mendation in question was curtailed; and the profits of those 
improvements, which consist of the reclamation of wavste land, or 
the irrigation of land assessed at unirrigated rates, are still, in 
Upper India, exempted from an increase of assessment only for a 
limited term. 

315. We have carefully considered this question in the light of 
the grievous misfortunes which have within recent years afflicted 
Upper India. Our enquiries demonstrate that there is a field for the 
constiuctioii of wells, tanks and other artificial means of irrigation, 
to which it would he difficult to assign a limit. It has also been 
forcibly brought home to us—a,s it was to the Commission of 1880— 
that the present terms on which tliese loans are offered do not 
attract the owners of land to nnike more than a |>artia] use of the 
opportunities held out to them. We are convinced tliat nothing 
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short of a pormanent exemption will stimulate the owners of land 
to that full activit}^, wliicli is on every ground so greatly to bo 
desired. 

316. Wg recommend,, then, that in all future settlements any 
iuercrise of assets due to the construction, otherwise than at the 
expense of the State, of wells, tanks or other artilicial sources of 
irrigation should bo permanently exempted from assessment to 
revenue. We are aware of the objection that it. is financially 
unwise to exempt permanently the increase of assets due to irrigation 
in the poorer soils, biNiause it is in the poorer soils that ’’mgation 
will lead to the largest increase of assets. But this objection is 
met by the considemtiou that, from the protective point of view, 
it is just the poorest soils which are most in need of irrigation. 

317. With a view to the oncou.ragemont of well sinking, wo 
would also recommend that an expert staff be appointed, with power 
to disburse loans on the spot. Under the advice of this staff trial 
wells might be dug, the cost being recoverable from the landholder 
only if good water is readied. In all cases we recommend that partial 
or complete remissions should be granted if the well is a failure 
from causes beyond the borrower's control. The cost of this expert 
staff and of these remissions should be charged to a fund, constituted 
from the difference between the rates of interest at udiich the Govern¬ 
ment respectively borrows and lends. 

318. In this connection we w'ould call attention to the recom¬ 
mendation of the Eamine Commission of 1880, that the i-ate of 
interest should be reduced. It is a matter of financial calculation; but 
we consider that a rate of 5 per eent. would be sufficient. The principle 
is already admitted; for in the rules of most provinces provision is made 
for loans at low rates of interest, or altogetlier free of interest, and in 
Madras and Bombay the ordinary rate for these loans is 5 per cent. 
But we think the time has come to introduce a general rule of greater 
liberality. 

319. Althougli the rules in this respect are generally liberal, 
somet/hing may also be done to Btimulate improvements by a more 
careful adjustment of the payment of interest to the time when the 
profits begin to accrue, and by lengthening the period allowed for re¬ 
payment of the principal. We also think that permission should be 
given to Local Governments to substitute for recovery of the principal 
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the inipofoTtion of a permanent charge on the land irngated 
from the well. 

320. Ill the course of a Resolution of the Bomhay Goveniraont, 
dateil SJSth July 1884, justifying the iwlicy of charging an increased 
revenue on land which possesse<i the advantage of suh-soil water, it 
was stated, that the cultivator would be “Ktimnlatetl to utilise the 
sub-soil water by this method of assessment.” The evidence that we 
have taken indicates that this hope ha.s not been realised. Indeed, 
this method of assessment has apparently created much dissatisfac¬ 
tion in Guzerat. It was pointed out that the incidence of a “water 
advantage” rate is unequal and unfair ; for, while the rich and large 
land-holders can construct wells and recoup themselves, the poor 
cultivator, with a small holding and without cajiital to construct a 
well, must pay the rate without hope of recoupment. It was said, 
moreover, that the holdings of cultivators even when they are not 
poor and unable to build wells, frequently consist of patebes of land 
situated in many 'fields’, widely scattered over tbe village, and that it 
could not possibly pay to construct a well for any one patch. In 
these cases it is urged, that a “wafer advantage” rate is a mere addition 
to the assessment with no fair justification. These objections to a 
“water adN antage” rate seem to us to be very weighty, and we are 
unable, in the face of tbe results, to reconcile its existence with 
the liberal policy of tbe Bombay Government in foregoing all 
additional assessments on account of wells constructed by private 
enterprise. 

321. The reclamation of waste land is of less importance from 
the protective point of view than the extension of irrigation, but we 
consider that this also is a factor of protection. We recommend that 
ill tbe ease of reclamation, exemption should be granted for tbe term 
of the current settlement, or for the term of 15 years, whichever hwt 
expires ; and that in the succeeding settlement, or for the remainder 
of tbe succeeding settlement, assessment at half-rates should be 
allowed. 

322. Our recommendations apply with equal, if not greatci, 
force, to improvements made directly by private capital. Siicli im¬ 
provements are apt to escape notice in the absence of a proper system 
of registi-ation; and no effort should be spared to make the rules, for 
conces.sioiis to improvements made from private capital, and for their 
registration, widely known. 
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3:i3. The Agriculturists^ Loans Act (lii of 1881) has boon to 
such ex-teiit more successful than the sister Act. But there is one 
great obj(?etion to tlio ])resent svst(un—that the relief does not reach 
the cultivators, who are most in tu'ed of it. Tlic conditions of secu¬ 
rity are strict, and the desire of subordinate officials to avoid all risk of 
loss ill collection is strong. The result is that these loans iu ordinary 
times reach oiily the more sul\stautial and solvent cultivators, who 
are tlie least in need of them. cultivator wlio is stru<rD*liiiir in 

deep water.s caimot hope to profit by a takavi advance. He is in debt 
beeaiLSi' he is poor; and hi.s poverty prevents him from obtaining 
the means of escape from debt. We recognise that it is impossible 
to reach by loans of public money the lowest strata of agricultural 
society; some security at least must he required. But we are of 
opinion that more may be done by a devclojiment of joint j^ersonal 
security. Cue of the three great olijects of Act I'Z of 188d^ was to 
‘^provide for loans being rniulc to village c*ommuuitie.s or other asso¬ 
ciated agriculturists,’^ and to the principle of joint responsibility we 
look f<u’ a large extension of these loans. W e have already noted 
cliat this principle was applied with great success in the Central 
Provinces during the recent famine, and it is not, we think, too much 
to hope that a system whicli was so far successful on one occasion 
may be gonerally utilised to extend the beneficent range of these 
ad\ances to deserving but poverty-stricken cultivators. Before this 
can be done, however, there must be a revision of such existing rules, 
as lay stress on the need for the security of real p)roperty and the 
flesirability of limiting the advances, ihat can be made, to those whose 
rights iu their holdings can be bi-ought to summary sale—an instance, 
surely, of the manner iu which the object of the rules is lost sight 
of in their application. It is scarcely necessary to remark that the 
reasons for rednciiig the rate of interest are particularly cogent iu the 
case of loans under this Act. 

3*24. We believe that, if our reconimendations, on both those 
Acts are ado))te<.l, one step will have been taken towards the solution 
of a great problem. In the debate on Act 19 of 1883 it was remarked 
that, the Nortlieru India Takavi Act re([uires for its application 
in each ease but little preliminary enquiry,’’ and the need for euquirv 
lecreases as the system of records improves. Some help may be 
o’ tained from nou-official agency, and some of the stiffness and the 
slowness of the present raaehineiy may be removed. Hard and fast 
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rules limiting the discretion of Collectors, as to the classes to Be re¬ 
lieved and as to the extent of the relief, are inconsistent with the 
policy that we advocate. It is a good rule, and has worke-1 well m 
practice, to authorise Deputy Commissioners, and Assistant or Extra 
Assistant Commissioners, to distribute agricultural loans on tour after 
enquiry on the spot. We strongly recommend the adoption of this 
•rule wherever it is not at present in force. It is peculiarly suited 
,iU:, • to advances on a joint bond, which it is also calculated generally to 
' popularise. And it is to the principles of the joint bond and ^rsonal 

security that we look in the future for the greatest benefit from 
these loaiis. 





[^Extraets from the Report of the hidian Irrigation Cornmusion^ IdOS."] 

Part I, Chap. VI, Pages 59-70. 

LOANS Foil AGIIICULTUEAL IMPROVEMENTS. 

182. The takavi eyetenu —Of all the methods bv which Govern¬ 
ment is able to stimnlate and assist private irrigational improvements, 
the most convenient and obvious is the system of State advances to the 
cultivating and land-OAvning classes, known as takavi. We propose, 
therefore, to consider briefly what use has been made of this S 3 ^steiri, 
and how far such use is capable of extension and the system capable 
of improvement. This system has existed in India from time 
immemorial, and is now regulated by special laws, namely, the Land 
Improvement I^oans Act (19 of 1888) and the Agriculturists’ Loans 
Act (12 of 188 f) for the whole of India, and by rules under these 
Acts, framed ‘for each province by the Local Governments, and 
sanctioned by the Government of India. Under the former Act 
money is advanced for specific pur|)oses of land improvement, and 
under the latter, for seed, cattle, and other miscellaneous agricultural 
purposes. But the objects of the two Acts are closel^^ connected, 
for it will often be the ease that in order to make efficient use of his 
improvement the cultivator will find it necessary to provide himself 
with cattle and manure, well-gearing and the like, if not with seed. 

* * ^ * 

181. It will be seen that in this period {i,e. 10 years ending 
1900-1), 025 lakhs of rupees have been advanced by Govern¬ 

ment, 348 lakhs as agricultural loans, and 277 lakhs for the 
specific purpose of land imorovement. Of this latter sum, 202 
lakhs are returned as having been advanced for wells and 
irrigation, including in these categories, tanks, wells, temporary dams, 
irrigation channels, and the like. The remaining 75 lakhs are 
returned as Iiaving been advanced for other purposes. But out of 
this sum a considemble amount has actually been expended on 
irrigation. Thus, 10 lakhs at least have been given in the Punjab 
for village water-courses in the Chenab and Jheluin colonies, and at 
least 30 lakhs have been allotted in Bombay for field embankments 
and similar work.s. Out of the total advanced under the Land 
Improvement Loans Act, therefore, at least 242 lakhs, or about 
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six-sevenths may be taken as having been advanced for irrigation 


purposes. Out of the'amounts advanced under the Agriculturists^ 
lioans Act^ substantial sums have been given in Sind for canal clear¬ 
ance, and in all provinces for such objects as the provision of lifting 
gear for wells and other pur})oses closely connected with irrigation. 
Of the large sums given out during the famines .('or cattle and seed, 
a very considerable [)roportion must have been rec|uired for the working 
of wells, or the cultivation of lands under botli wells and other sources 
of irrigation, which lands, but for tlu' aid afforded, could not have 
been cultivated. It will be observed that considerably more tlian half 
of tlie total advances were given in years of severe drouglit^—generally 
s})eaking, the famine years 181)6-97 and 1899-1901, when large 
concessions were made, on account of the iini)OYerished condition of 
tlie cultivators, to stimulate the construction of wells in the drought- 
stricken areas, and to ]jrovide employmctit on other works of agricul¬ 
tural improvement, mostly of direct or indirect irrigational value, 
for many of the labouring cla.sses who would othciavisc have come on 
to tlie State relief works. The amount of tlie loans in the famine 
years cannot therefore be taken as a criterion of the use wliich has 
been, or can be, made of the system in ordinary years. They indicate, 
however, what large sums can bo disbursed wlieii a keen demand has 
been excited by urgent necessity, and when the energies of a large 
staff of officers are concentrated upon meeting that demand. 

185. It will be instructiv^e to analyse further the figures of ad¬ 
vances for land improvement in ordinary years, d'hc first nole\^'orthy 
point is that, out of the 142 lakhs advanced, Madras has gi ven and 
Bombay nearly 36, or between them, 92^ lakhs. The Punjab come.s 
next with little more than 19 laklus, vvdiile Bengal, the United 
Provinces, and Centi’al Provinces, give only 15 laklis between them. 
Bei*ar and Ajiner-Mervvara gave each twice as nuich as the Central 
Provinces. On the other hand, out of the 119 lakhs advanct^l as 
agricultiiral loans, no less than 78 were given in the Punjab, TJnitexl 
Provinces, and Central Ihovinces. 

186. Now, the diversity of conditions in the various provinces is 
such that it would, of course, be unreasonable to expect an equally full 
use of the taJiiivi system in every one of them. But ^ve are strongly of 
opinion that this diversity does not sutticiently account lor the much 
greater freedom with which the advances are given for land improve- 
inent in the two Southern Presidencies, and for other agricultural 
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purposes in the Punjab, United Provinces, and Central Provinces, 
than in other parts of India. We are far indeenl from saying that 
even in Bombay and Madras the amounts advanced for land in)])iw e- 
meni liave been as large as they might have been if the Governments 
and their officials on the one hand, and the peo])Ie on the other, 
liad been fully alive to their opportunities. It is worth noting that 
in Bombay, during the normal years 18^^3-91, 1894-95 and 1895-90, 
out of 18 lakhs advanced, \il were given in three districts of 
Belgaum, Dbarwar, and Bijapiir, of the Soutlieru Division, where 
vigorous measures had be.eti first starteil on the initiative of an 
individual officer who for a series of years administere<l the collec- 
torates of Dbarwar and Helgaum. vSimilarly, in llie Madms Pre¬ 
sidency out of 00 lakhs advanceil in the years i891-9-.l and 189ii-9;i 
15 were taken up in the single district of Coimbatore. The years 
were deficient in rainfall, but Coimbatore was by no means tl)e most 


severely affected district, and the large amount of fakari taken \vas 

large!V due to the exertions of the (Collector of the lime. It is. not 

perhaps too mneh to say that, the liistory of the fluctuations in the 

amounts of iakarl taken up iu any province, is the history of 

the interest taken in the matter by iudis idiial officers, who wej*e quick 

to appreliend the kind of imj>rovenK‘nts whieli the agriculture of 

their districts required, and tlie value of takarl advances as a stirnuius 

to the execution of such improvements as were most suitable to the 

localitv and its needs. Thus the advances in the Bombay districts 

mentioned were s])eiit eliiedy upon the levelling, terracing, and 

embanking of fields, while in the Coimbatore district of Madras 

they were spent chiefly on wells. And there can be little doubt that, 

if all Collectors in Madras and Bombay had taken the same interest 

in their iakavi work as the lieads of tlie districts mentioned, still 
* 

larger sums would have been advanced throughout the two Pre¬ 
sidencies than hhve yet been given in ordinal’}^ years. But if this 
is the ease in Southern India, far more is it so in the Northern 
Provinces, where so little takavi has been granted up to the present 
for land improvement, .except in famine years. In this view we are 
supported bv the local members who have been a.s.soeialed with our 
Commission. Thus Mil. AVii.son thinks the Punjab Government 
might distribufe ten lakhs per annum against the one lakh which it 
l)as hitherto given for wells. Mk. Ciiaddock would have an expen¬ 
diture of four Jakhs iu the Ceiitml Provinces as against a fourth of 
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a lakh; and Mu. Aleen', of Bengal, without stating any Bpeeific sum, 
considers that the lulvanees might be very largely increased in that 
province. 

187. Admncea ly the 0])ium Department .—A strong proof, if proof 
bo requircfl, that much more can be done in oixliuary times 
by means of State advances than many are inclined to .suppose, is to 
be found in the operations of the Opium Department, which every 
year advances very large sums to cultivators of poppy, on condition 
that certain areas are put under that crop, and, in addition, a certain 
amount for wells, ivhieh, however, are used for other crops as well as 
for poppy. We do not suggest that it would be possible for 
Collectors to advance on the same scale. But the work of the Opium 
Department shows that there is no insuperable difficulty, or reluctance 
on the part of the cultivator, to prevent him from taking State 
advances from Government for agricultural purposes, when iho 
advantages to bo gained have been properly impressed upon him. 

188. Stiniulativg means required. —Although, then, there are 
defects in the takari system to which we shall advert below, and 
improvements to be made, yot the first and perliaps the principal 
measure required is to quicken the interest of all classes of revenue 
officers in takavi work, to place liberal allotments at their disposal, and 
to inquire strictly into the causes of failure to spend up to them. 

189. Mate of interest .—We have inquired carefully into the extent 
to which the free use of takari is hindered by defects in the law, rules, 
and administration. In the first place, we have no hesitation in 
aayiug that the rate of interest chargeil is not in itself excessive. 
That rate is 6i iier cent, (one anna in the rupee) for all classes of 
improvements, except in Madras and Bombay wliere the charge now 
is only 5 per cent. These rates are so far below the market ra<,e of 
interest that the people regard them as extremely liberal. Some 
witnesses have recommended lower rates with a view of popularising 
the system; but no one has been found to assert that the existing 
rates were too high. The Opium Department, however, make all 
their advances, including those for wells, without interest. It would 
also appear, from calculations made by Mb, M it.son and Colonel 
Guey, that the Punjab Government, with interest at fii per cent., 
gains’substantially by the present system. The Imperial Government 
which advances money for these loans to the Provincial Government 
at 4 per cent., while itself able to borrow at little over 3i, also 
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j.)resumably gains appreciably. We think that these loans ought not to 
be made a source oi* profit to the State, and that the interest on them 
should be reduced to a point suflicient merely to cover the risks taken. 
At present the amounts found to be irrecoverable are inappreciable ; 
and the charge for risk might, therefore, be correspondingly suiall 
while the security remains as good as at present. We liave made 
recommendal-ions which may slightly increase the risk; but, even if 
they are accepted, we would suggest that the rate of interest may, 
with advantage, be reduced to 5 per cent, in a^l provinces. We ,think 
that such a reduction will be likely to strike the popular imagination 
IS an act of great liberality, and may increase the attractiveness of 
iukavi loans in far greater proportion than might be anticijiated from 
til ^ small diminution 'which would result in the actual payments by 
eacji individual cultivator. 

190. The remarks in the preceding paragraph refer genemlly to 
takain advances in all parts of the country. We have, however, also, 
carefully considered whether in precarious tracts where it is desireil to 
give a special stimulus to irrigation, it would bedesimble to reduce the 
general ra‘'o of interest, or grant loans free of interest. On the whole, 
we are of opinion that, it would be preferable to make free gmnts-in- 
aid, as propo.^ed below, charging full interest on the remaining part of 
the sum recpiired, which will be treated as an ordinary takavi advance. 
This plan has numerous advantages. The financial ari’angernents will 
be sounder and simpler. The free grants will be chargeable bo some 
final head of expenditure, such as ^minor works, agricultural. It will 
be easy also to w^ork a system of free giants vdth considerable 
elasticity. Thus the giants might vary from j by tenths to, say, 
five-tenths ; or, by sixteenths, to eight annas in the mpee, of the toLaJ 
sum required. 


191. Rigidity of collection ,—There is no cause of the alleged un¬ 
popularity of the takavi system which lias been more frequently testified 
to than the rigidity of the system of collection. It is pointed out that 
the money-lender gives time reaxlily to the client with tolerable credit. 
Government rarely or never gives time. There can be hardly any 
doubt that this does constitute an objection in tiie mind of the culti¬ 
vator to become a debtor to Government, provided that he can get the 
money on sufficiently eas^y terms elsewhere. It is not that be has 
merely to pay the interest. This would probably be no greater burden 
to him than an addition to his land revenue assessment, which he pays 
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with remarkiible punctuality. But he has also to jjay an instalment of 
principal wliich, if his evoj^s are poor, may be a eonsklerable burden. 
The Collector or head of tlie distinct lias authority, under the rules in 
all provinces, to suspend payment on the occurrence of failure of crops 
or other exceptional calamity, subject, however, to a report to higher 
authority. But this power of suspension is not very frequently exer¬ 
cised, except in years of very geneial failure of crops ; and when it is, 
tlio result is niorelv to postpone ])ayment of the instalment for a single 
season, with the result that in the eusning year tho cultivator has to 
pay double the usual amount. The increased payment must often ho 
mised with difficulty, and it is ].)robable that under the circumstances 
cultivators would seldom care to ajiply for suspension of iakavi pav- 
inents. We are of opinion tliat, suspension should be giA^en witho ut 
hesitation whenever, from eiiuses beyond the control of the borrov^er, 
his crops fail to such an extent as to render the payment of the year’s 
instalment unduly burdensome to him ; that whenever suspensions of 
revenue are granted, they should carry with them automatically nispen- 
sions of the Iakavi instalment wliich may be due the same year ; that 
the oflicer who ha.s authority to grant the loan should also have 
authority to giant the suspemsions ; and that tho suspended iustalment 
should not be made payable in the ensuing year with thr instalment 
of that year, but that the effect of suspension should be to postpone 
by one year the payment of all remaining instalments due on the loan. 
It seems also unnecessary for the head of the district to rejxrrt each 
case of suspension, as it occur.s, to su})erior authority. G rcatcr leniency 
in the matter of recovery cannot well be exercised by Government, 
which in these matters is unable to place itself in the same position 
as a private creditor. 

102. Period of re/ja//?ne/it.-^T\ieYe is, lio\vever, a measure which 
would iindoubteclly go far to mitigate the hardshi]) of rigid recovery, and 
that is the lengthening of the periods of repayment. In several places 
these ])eriods have been criticised as too short. But opinion is not 
unanimous on the point, many witnessses considering that the people are 
perfectly satisfied with the periods allowed. It is remarkable what a 
reluctauee there appear.s to he to work up to the full period of thirty- 
five years allowe<l by law. Except in Manlius, where the period for 
w(illrf is fixed at thirty years, in no province may the Collector fix a 
pericyl longer than twenty }^cars, while in Bengal his diseretiou is 
limited to tea, and in the Central Provinces and United Provinces, to 



fifteen years. In the Fiinjab; ihe fixing of a j^eriod longer than twenty 
years actnally requires ihe sanction of the Government of India, which, 
it is obseiTed, will only be granted under very special circumstances, 
and the injunction is given that advances must be repaid in as short a 
period as is consistent with the object for which they are made. This 
order indicates the spirit in Avhich the law and rules have been worked, 
and the effect has been that loans are seldom granted even for the full 
period for which the Collector has discretion. Short periods of re¬ 
payment are considered to facilitate recovery, and are alleged to be in 
the true financial interest of the borrower. But neither of these 
considerations is mentioned or alluded to in the law, which prescribes 
that, in consniering the periods for loans, regard should be had, (a) to 
the durability of the works, and (b) to the expediency of their cost 
being paid by the genei*ation of persons immediately benefiting by 

them. [Section 0 (3), Act 19 of 1883], In our opinion the 
borrower may be left to judge what his own financial interests and 
those of his successors are in this matter, and it seems to us hartlly 
necessary for the Legislature to direct that attention should be given 
to consideration (b), to the present, the periods sanctioned have 
generally been so short that it can rarely have been brought into 
account at all ; and if, in the future, longer periods are allowed, it will 
bo many years before the enthusiasm of tlie cultivating and land¬ 
owning classes for agricultural improvement is raised to such a pitch 
as to pass the bounds of prudence, and so endanger the prosperity of 
succeeding generations. On the contrar}-, we apprehend that, by the 
encouragement of such investment, posterity are likely on the whole to 
reap substantial benefits. There is, also, no apparent reason why, when 
desiring a loan for an agricultural improvement, the borrower should 
be fettered by considerations, wdiich are never allowed to stand in tho 
way of the far mere extensive borrowings w^hich are made for purposes 
of unremunerative and extmvagant expenditure. Generally sp'eaking, 

then, the sole consideration in determining the period of repayment 
should be the durability, or what we may term the iife’ of the work ; 
the full period so determined should be offered to the borrow^er ; and 
no pressure whatever should be placed upon him with the object of 
inducing him to choose a shorter period. 

193. Now there are some works, e, ff,, soundly constructed wells 
in various parts of the country such as the Bombay Deccan, which, if 
properly maintained, will last pmctically for ever. In such cases 
10 
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lid be no objeetioDj necordinf]: to tlie principles slated above, 
to tfie acceptance oi a perpetual charge equivalent to the interest on 
the capital advanced, instead of an instalment sufficient to extinguish 
the debt within a term of years. This proposal doseiTes examination. 
In some Native Slates money is freqiientlv advanced for well cons- 
tmctioTi in return for an additional assessment upon tljc land bene¬ 
fited. But in the Nortliern Provinces of British India, where the 
period of tlio exemption of improvements from taxation is not per¬ 
petual, this |>ractice could not be worked at all ; and in Southern 
India it might be looked on, tliough erroneously, as infringing tlie 
principle of such exemption. Many good autliorities doubt whether 
tlie rvot would like the perpetual charge. This is a matter (,)f o])i/non 
which cannot be settled until the feeling of the people has been 
tested. But we are ourselves somewhat reluctant to suggest perma¬ 
nent indebtedness as a jiassibility. There is an undoubtecl stimulus 
to thrift, aiul advantage to the lx)rrower, in armngements enabling 
him to extinguish Ids debt within a reasonable period ; and, if tlie 
period of repayment he made long enough, the excess of the annual 
payments over the perpetual cliarge will not be large enough to deter 
ix^ople from borrowing. Thus, su])posing the period which might }>e 
allowed for wells in the Bombay Deccan, ^vllere, if pro|>erly made and 
maintained, they are virtually indestinietible, to be fifty 3 ’ears, then 
at 5 jior cent, interest, a payment of Rs. 5-8 would extinguish within 
that period a debt of Ils. 100 , wliereas the perpetual charge would 
be Rs. 5, or only 8 annas less per annum. No reasonable man would 
})refer the perpetual charge for the sake of saving the eight annas. 
On the other hand, as the figures given below show, the perpetual 
charge would be a far easier annual burden than the instalment 
required to discharge the short-term loans now given, in which the 
period extends to but seven or ten years, or even a loan for as long as 
twenty or thirty years. 




Sf(W required to disrliarge a loan of Rs, lOO at 5 per cent. 


fn 7 years 

,, 10 „ 

„ 20 
„ 30 „ 

M oO ,, 


„ pei'petiiity 


Rs. 
17 3 
130 
8*0 
63 
5-5 
5*0 










19i. This ]K)liey of otferiug* long periods of re])ayment should be 
followed in all parts of India. For there is no part in which there 
is not great room for the extension of agricnltural iu) pm vein ent, 
or, in which tlie State ought not to encourage such extension to the 
utmost of its power. But in tracts secure from famine or severe 
scarcity, the State will not be justified in running extraordinaiy 
risks, and in such cases a strict estimate should be made of the life 
and diirahility of the improvement. Following these principles then, 
we recommend, either tliat no maximum period should bo proscribed 
by the law, or that the maximum for the whole of India should 
be far longer than the existing maximum of thirty-live j’oars. In 
view of the tonsiderations stated belpw, hfty years would seem to be 
a suitable term. ithin the provinces, Local Governments might 
be eiiipowered to prescribe in the rules maxinmin periods for diiferent 
tracts and districts, and for (liiferent classes of v orks, having regard 
to the durability of the work for which the loan is gmnted. As 'Jie 
rules require the sanof ion of the Governor General in Council, it will 
be easy for the Government of Imlia to check any tendency, if it 
arises, to allow excessively long, or nndiily short, maximum periods. 
The otlicer empowered to grant loans slioul<i, in every case, have full 
power to fix the iieriod within the maximum, if any, without prior 
reference to superior authority. 


195. Peiinaneni chargi! fuY ifliere^t .—There is anotJier alternative 
which has much to recommend it. Working as before on tlie basis of a 5 
per cent, rate interest, the borrower, if he would build a thoroughly 
dm able well, might be charged Rs. 5-8 per cent., to be paid so long 
as the well endures, without any demand for repayment of capital, 
although he miglit repay at any moment any portion he wished, 
thereby reducing the interest proportionately. This v\'oiiId be identi¬ 
cal wdth the former proposal if the well endured for iLfty years and no 
longer. .It would be to the interest of tlie borrower to make 
tho work last as long as possible, but if it failed within 50 years there 
^vould be a loss to Government. On the other hand, if the work 
lasted more than 50 years, Goveniment would gain, a.s it would 
receive something more than tho normal rate of intere.st. \Ye think 
theiofore that an arrangement of this description should bo offered 
as an alternative to a loan for a long but definite term, in all preca- 
nous tracts where special .stimulus is required. If the ryot does 
not like the ax’i'angement, it can be dropped. 
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J96. We cannot sayVhich of these proposals would be regarded 
with greater favour by the borrowers, but there would be no loss to 
Government under either ; although, from the point of view of the 
cultivator, there would appear to be a rolinq[uishmeut of all claim 
to the principal, notwithstanding a very moderate charge as interest, 
which in the case of the latter proposal would also be I’elinquishcd 
a3 soon as tlie tailuro of the well rendered the payment burdensome, 
riiese terms would very probably appear to be far more liberal and 
attractive to the ryot than to the actuary. And, in dealing with 
the people of this country, what may be called sentimental considera¬ 
tions of this sort, are of great im^xirtance. 


197. Delays in ihdnbution, awl exaction of underlings ,—According 
to the evidence which we have taken, one of the greatest obstacles 
to the extension of takavi advances consists in the endless delay 
and trouble which seem inse 2 )arable from oificial procedure—the 
visits to head quarters, the olfioial inspeetion, and also the substantial 
portion of the advance which is apt to stick to the hands through 
which it passes. These evils seem to be universally recognized and 
admitted, and we have no desire to rniuiinizo them. But we have 
some doubt as to the extent to which they have effectively lessened 
the demand for iakavi. The ])ayments to underlings seem most 
unfortunatel}’ to be cheerfully acquieseod in by the [jeoplo, and pro¬ 
bably do not exceed the discounts and commissions which any 
client will have to surrender to his money-lender in the course 
of his haggling with him. The head-quarters of the district or 
sub-division are often not farther away than the shop of the 
money-lender’ witli whom the ryot transacts business. Wo are 
unable to suggest any general remedies. But there seems to be no 
reason why journeys to head-quarters should not l)e shortened or 
saved, by giving powers generally to sub-divisional officers, and even 
to tebsildars, as in Madras and Bombay, to grant advances within 
certain limits, instead of retaining the whole power in the hands of 
the Collector, as seems to be done in other provinces. It has also been 
slated again and again before us that, if an officer of standing were to 
go into camp with money in his hand, receive applications, inspect 
sites, settle terns and make advances on the spot, many of the 
difficulties would be removed. This was the procedure perforce 
adopted in time of famine, when there was no other way of getting 
the large allotments promptly disburstxl. Similar methods are 
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by tJie Opium Department in the distribution of* their 
We recommend that the experiment be tried in districbs 


in which it may be determined to make large advances in future. 
There are few provinces in wliich it would not bo possible to select 
tracts in which very considemhle sums might be distributed in this 
way with the certainty of great benefit to the );)eople and the 
Government. 


198. Inquiries regarding security ,—One of the chief reasons for 
delay in the dispisal of applications for fakavi has been found in some 
provinces to arise from the length and complication of incpiiries into 
the sufficiency of the security offered. In most cases the security 
taken is the land to be benefited. Its value is easy to ascertain 
sufficiently well for ])raetical purposes. The principal object of the 
inquiries is generally, therefore, the extent to which the land has been 
previously encumbered. Now, it was probably the intention of the 
framers of section 7 (1) {c) of the Land Improvement Loans Act 
that, the land benefited should be saleable for recovery of takavi 
arrears, just as it would be for recovery of arrears of land revenue, 
free of all encumbrances. But doubts have arisen as to the exact legal 
effect of this provision. These doubts should, in our opimoii, be set 
at rest under competent legal advice, or, if need be, by one or two test 
cases; and then, if ni'cessary, the law should be amended so as to give 
effect, beyond any possible question, to what appears to have been the 
original intention of the Legislature. Once the laud is made saleable 
free of all encumbrances, elabomte inquiries into their existence will 
be no longer necessary. The just rights of prior encumbrancers seem 
to be sufficiently guarded by section 5 of the Act, which provides that 
officers may, if they think it expedient, publish a notice calling for 
objections to the greet of the loan, and must consider objections 
submitted, and make written orders admitting or overruling them. 
Tiiis provision could, if thought necessary, be fortified by making 
public notice compulsory. 

199. The other remedy against prolonged inquiry into the matter 
of encumbrances is to prescribe, if necessary by law, that wherever a 
reeord-of-rights has been prepared, objections submitted by prior 
encumbrancers will be recognized only if the encumbrance lias bt^en 
previously entered in the record. TJiis will enable the inquiring 
officer, by mere insjiection of the record, to a.scertain all prior 
oncumbiunces of which he need take account. The existence of 
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nor encumbrances, however, fihould not necessarily bar the grant of 
tlie loan, i’he value of (he laiicl as security to the eneunibraueei-s 
Will generally increase by the iinin-oveinont. The encuuibraiicer may 
foiccJose and get tlie benefit oi it. But its value for protective 
purjixjses iviJl remain, and the security of Government in the land 
for piirjxi.ses of recovering the advance will not be impaii-ed. 


^00. Transfer of ncciij)anei/ seems to belittle doubt 

that in zamimiari i>n>vinces the fact that tlie occupier of tlie soil is 
generally a tenant without rights of transfer in liis iiokling, throws 
coiiAjideiablo ditlieulty in the way of. advancing him money for 

improvements. For the best and most obvious security for the 

advance, Mmdy, the laud benefited is not available unless the 

land-owi \ be iiuluceJ to stand in; and this he can seldom be 
prevaded l.; In the Central Provinces an attempt has been 

made to ove. difliciilty by making tenants' holding sale- 

' recovery of Government loans, 

tlie advisability of making similar 

in otlier provinces should be considered ; 
although most oiHcers seem op[)o.sed to such a measure, mainly from 
feai, first of its leading to the acquirement by the oeeii[)aiicy tenant, 
to his ultimate ruin, of full rights of transfer, and secondly of the 
exticine opjxisition of the land-owners. Bui o])position might be 
conciliated by giving the landowners rights of pre-emption; and as 
regards the risk to the teuaiits from an undue extension of the nght 
of transfer, it may bo observed that where the laud-owmers have 
considerable estates, as in many p irts of the United Provinces and 
Bengal, the greater number of wells .and other small imjn'ovemcnts 


Tenancy i\ct, Hee* 
tions (.3) anti 70 
(3). 




are made Iw the tenants; and the im])ortance of ]n*oviding the 
tenantry with the best possible security for advances seems suflicient 
to justify the running of a risk, which, after all, can be avoided 
by firinn(*ss and loresigbt on the jxirt of the administration. ^Ve 
understand also that, as a matter of fact, transfers are even now' often 
effected by tenants in the form ot sub-leases. It may, therefore, be 
thal. translerable rights for purposes will not add much to 

existing evils, if evils there he. If the sub-leases be valid and legal 
security for private advances, fakavi might also be advanced on the 
strength of some similar lorm of couv'eyance to a Government ofiicer. 


;iOl. fJotat seenntj /,—There u-, however, away of making ad¬ 
vances to tenants, otherv s6 than on the security of their land, wliich 
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deserves mention : namely, tljo takin<f of joint security from seveml 
tenants. In Norfhem India tlio area.s irriu^ated )>v wells are often 
so lar<;e tliat several liolders may be ialorested iu the .same nell. 
Indeed it seenrs to bo a general practice in parts of the United 
Provinces for all the neighboura to nso a well wbieb commands their 
lands, by whomsoever it bo m.ade, after the w’ant.s of the owner are 
satislied. Notwu'thstanding the fixKinoiit difUculty of inducino' 
f.)eople to co-operate, it seem.s not imjirobable that in order to seonro 
tbi.s user as of right, instead of merely by permis.sion as at present, 
there would be no insi.iierablc dillicult}' in inducing neigbbonrinn' 
tenants to stencl joint seeurit^\' for one another. Jt may be observfsl 
that the Opium |)e|Tartment genenilly advances for wells on this 
system. 

202 . .Iiliancet on permnal nernrifi/. —But even if this measure fails, 
we think that the experiment ought to be freely tried, of advancing 
to tenants of solidity and cliaracter, iiimn their individual personal 
security alone. Their crops and pei-sonal pro])erty will often suffice 
to cover any but a very large loan; and the general integrity of 
tuhavi Ixirrowei-s, as amply evidenced by the insignificant amount of 
irrecoverable loans, i.s an asset which should h> no moans be 
overlooked. 

20-3. HimpUfimUon of aceoimh.--\\e regard simplicity in accounts 
and procedure as of the greatest importance, with the object of saving as 
much trouble as jiossible to the .subordinate revenue officials, who hare 
it in their power to discourage applications for fakari. From this 
point of view' w’e think the separate account of ))rincipal and interest 
a mistake. ith an in.stalmeut of fixc.l amount, and w'ith penal or 
comironnd interest exacted in only very exceptional eases, nothing 
more than the simplest record of repayments will I)e ntx:es.sarv. 

201.. It has }>een snggestwl to us that, when land revenue is re¬ 
covered b^- rates upon the area cultivated or matured in each harvest, a 
takavi advance might be recovered by a pei-cenfage sun‘harge<l on the 
amount of land revenue, so (hat the recovery would he antomati- 
cally adapted to the means of repayment. The idr« seems to us 
admirable. I’nder this sy.stem, however, annual payments will vaiy- 
considerably fnmi year to year. It will accordingly be difficult to 
sett le how nmeli of each sncli payment should be credited to i)rincij)al 
and how'much to interest, ami, generally, to determine exactly how 
the account stands, and to enable the borrower to keep a satisfaetoryj 
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C'lu’clc on l)is repaj ir;fiits. To meet <}iis objection, and to simplify 
calculations and accounts, we would mabe a composition with tho 
borrower for a ilefinite cum, which would be fletermir.cd on teiros to 
be fixed for each tract. "We would say to him, for instance—" You 
have borrowed rupees SCO. If yon repay it by fixed instalments in 
twenty years, you will have to jiaj rupees 24 a year, or rupees 480 
in all. Vie will take so many annas in the rupee on your land rcTC-nne 
till you have paid ni])ees 480, not charging more if the twenty years 
are oxcoeded, or less if the money is recovered sooner.” The result 
will be that over a series of good years, when the revenue payments 
and surcharges would he relatively high, the Govornroeut would bo 
repjaid sooner and receive a better rate of interest on the money lent, 
while over a, series of bad years the preriod of repayment would be 
longer and the interest lower. If the terms of composition arc 
judiciously fixed. Government will in the end lose nothing on an 
average of transactions, and tho individual borrower will benefit by 
the adaptation of the loan recoveries to bis fluctuating resources. 

205. Fufablisiwtnfs. —If fai-ai i advances increase at all upon the 
scale which we should hope and wish to sec, there is certain to be a need 
for increases of cslablishuients, at any rate in particular tracts where 
there is large scope for the work. A great deal can be done by 
trifling increases of the subordinate establishments, such as were long 
ago made in the rhree Carnatic districts of the Bcmbay Presidency 
* * * * Hut it is not unlikely that in other 

prlaces more may be needed than this; and special officers with suit¬ 
able cstahlisbnients may have to he provided, either to deal with 
fakari work or to repilace permanent district officials appointed to 
deal with it. It is of the first importance that the cfficers dealing 
with applications should know the locality and the people. It has 
been suggested that the entnisting of the dirtribution of taiavi to a 
special officer who would not be responsible for its collection might 
prove to be dangerous. We do not attach great weight to this appre- 
honsion. Subordinate officials are only too prone to the belief that 
their reputation depends above all things upon the promptness and 
completeness with which they collect Govemnient dues of all kinds; 
and ti-ansfera are so frequent that under the existing system, where 
all the faiavi is worketl by the district officials, the distribution of the 
advances, and the collection of dues whieli are paid in instalments 
spread over several years, must frequently bo done by different 
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officers. In districts in which agriciiltiiml banks may i>e sncccsfully 
established, it may be possible to utilize their agency in the distribu¬ 
tion of takavi, or even to make advances to the banks on their own 
security for the purpose of agricultural inprovenients. 

206. Procedure in iime of /(mine. — Our observations have, so far, 
been confined to the administmtion of the fakavi system in ordinary 
times. In times of famine, large departures will, of course, have to 
be made from the oixlinary rules. It is unnecessary here to say 
more than that, we entirely approve the system followed in recent 
famines, from 1896-97 onwards, in accordance with which very 
large sums w^ere advanced for private irrigational improvements, and 
extmordinary concessions Avere made. There can be no doubt that, 
in addition to the actual help derived from the advances, a valu¬ 
able stimulus was given to the execution of impi-ovements out of un¬ 
aided or only partially aided private resources. The only point on 
which we have to offer advir-e is that, the greatest care should be 
taken in famine times to have the advances given out early. The 
authorities should begin otfering the advances some time before it 
has become certain that the impending scarcity will develop into 
famine. For each district a sum based upon experience of require¬ 
ments in previous famines should be fixed beforehand; and authority 
to disburse up to that sum sliould be given to heads of districts by 
the Local Governments as soon as they are satisfied that tlie emer¬ 
gency lias arisen wliicli w'ould justify such a measure. The grant 
of such authorization would be reported at once to the Suprem(‘ 
Government as a warning of the financial provision likely to Ije 
required. In this way tlie d<:’lays incurred, at an important crisis, 
in the prcjxiration of detailed estimates requiring a number of reports 
from the local officials, would be avoidKl. Eut these estimates could, 
of course, be prepared subsequently at compaiative leisure. Small 
and temporary irrigation Avorks are those Avhich are likely to be most 
useful on the occurrence of famine, and all permanent allotments 
should )>e at once diverteil to these, so far as is ixjssible within the 
district. 

207. Special coneemo7is in famine traefs .— We have discussed 
aboA’^e the methods by Avhieh the fakavi system may be utilized for the 
dcA^elopment of private irrigation Avorks. But Ave are con\inced that, 
if progress is to be made at the full rate attainable Avith benefit to the 
country, still greater concessions will liave to be made in tracts? 
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exposed to famine. These concessions should ^enei’ally take the simple 
form of free grants of money, whieh may be fixed at a maximum of 
one-half the total amount rcquirwl, up to a limit of, say, rupees 500. 
Tlie localities in which these grants would be justifiable may be 
ciiaractensed broadly as those tracts which have suffered severely in 
any great famine, such as those of 1870-77, 1896-07, and 1899-1900, 
and have not since obtained, by irrigation or otherwise, ^irotection 
sufficient to guai’antee tliem against the recurrence of similar calami¬ 
ties. * * * -x- There may 

often be in such tracts better financial justification for the grant for 
wells than for a canal depending upon storage, M^e do not, howeve^s 
contemplate the bestowal of free grants in every case even in such 
a tract, hut only when the concession is justified by the poverty of 
the applicant, or where the margin of profit from irrigation is so 
close that the concession will make the difference between profit and 
loss to the irrigator. The proportion of the free grant to the total 
sum required should, we think, vary with the circumstances lK>th 
of the tract and of the grantee; and as the development of irrigation 
in any tiuct progresses it will be reasonable to reduce that proportion 
gradually to nlL AVe do not desire that taking of talcavi should be 
a necessary condition of receiving a free giuiit. Such grants should 
be allowed to eultivalors who are, although poor, thrifty enough to 
provide the remainder from tlieir own resources. 

2.08. Some witnesses have proposed that in precarious tracts a 
bounty should be given on every well. The plan has the merit of 
simplicity. But, provided that no inordinate difficulties are found in 
deteriuining the resources of the grantee, it may be doubted whether the 
plan Avould be so successful in getting the maximum number of wells 
constructed as tliat whieh we rccomineml. Oiir proposal restricts 
giants to people of slender resources, end so encourages more people 
of this class to construct w^ells with the aid of funds which under the 
alternative scheme wmuld go to people of ample means, some of 
w horn would make w^ells without Government aid. Other concessions, 
such as postponement of comencement of repayment until the work 
begins to be remunerative, partial remission of the sums advanced in 
case of failure of the work, exemption of improvements f rom enhance¬ 
ment, and so forth, are discussed in the chapter on private improve¬ 
ments. For reasons assigned in paragraph 190, \v,e deprecate advan¬ 
ces of money free of interest, or at abnormally low rates. 
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iJisbiU'sehieui of loan, and im^pecUon of work, —In order to 
secure that loans and j^rants are expended upon the objects for which 
thej are granted, it will be necessary to observe carefully the precautions 
which we believe are already enjoined in all provinces, namely, the 
inspection of the works and the disbursement of the money allotted in 
instalments, the second instalments not being granted until the local 
authority is satisfied that work to the value of the first has been execu¬ 
ted. Where advances are large, it will be necessary to have a special 
agency for inspection; elsewliere probably the work can be done by the 
ordinary establishments with such additional strength as may bo 
reqiiiicd for the distribution of advances on the larger scale now 
contemplated. It is possible that the insj>ections may be turned by 
subordinates into an occasion for black-mailing. But we do not see 
how they can be dispensed with. The subordinates’ inspections should 
be checked as far as })ossibIe by superior officers, who should regard 
this duty as one of the most important items of village inspection 
work. Care should be taken that the advance or grant will fully cover 
so much of the total outlay required to construct the work as the 
borrower is unable to provide from his own resources. Insufficient 
allotments merely lead to waste and tempt the borrov’^er to misapply 
the money i-eceived. 

210. Forecast if outlay in cock province, —In order to give some 
rough idea of the sums which may have to be provided during the 
first few years until repayments of takari bagin to flow in, we 
hazard the following forecast of the amounts likely to be required 
annually in each province :— 


Province;. 

Total. 

Free grant. 

Takavi. 


Lakhs. 

Lakhs. 

Lakhs. 

Madras.... 

20 

5 

15 

Bombay... 

15 

5 

10 

United Provinces. 

10 

2 

8 

Pttajub.. 

10 

1 

9 

Bongtil.. 

9 

1 

8 

Central Provinces. 

6 

2 

4 

Otiier Administrations. 

5 

1 

4 

Total... .. 

75 

17 

58 





















OitAK'P 01' LOANS AND AOVaNOLS TO AGTUCL i TUllISTS, 


Tho araoiiuts at present allotteil to tliese provinces for talcaoi alone 


%L 


average lakhs in ordiiiaiy years. What we virtually recoqurieiKl, 


therefore, is that Government should treble the existing iakavi grants, 
and make an allotment of 17 lakhs for free grants-in-aid of works 
of private improvement, under some definite head of expenditure, 
say, 'minor works,—agricultuiul.^ 


2^li. We have very little on which to base tliis forecast, except 
conjecture and tho opinions of well qualified ofHeors. The exact allot¬ 
ments will have to be settled with Local Ciovernments and Administra¬ 
tions. But even this expenditure will effect very little. Thus, 
calculating the expendilure required to protect an acre of land by 
means of the various private works at lls. 100 in Madras and 
Bombay, and Rs. 50 elsewhere, we find tliat 75 lakhs would give 
protection to about one hundred thousand acres per annum* In 
twenty years, therefore, the protected area would have been 
increased by two million acres. A considerable [>ortion of this, 
however, would not be in the areas liable to severe famine. It 
will probably be sanguine if we calculate that one and-a-half 
niilliou acres within these areas can be protected in twenty years 
by means of iakani and grants-iu-aid. Excluding Burma, the 
total area of cultivation exposed to famine may be put roughly at 
one hundard and fifty million acres. Thus, by means oi takam 
and grants-in-aid alone, protection can Ikj given to not more than 1 
per cent, of that area. This proportion is so small that, if reliance 
had to be placed on Government aid only, it might seem liardly 
worth while to lend it But the value of iakavi advances and grants- 
in-aid is by no means limited to the actual amount of work effected 
by their means; they give, in addition a real stimulus to unaided 
private effort. Having regard to the mte of progress attained in 
the various piovinces in the ^last without any assistance, or with 
the aid of comparatively little stimulus of the kind, we shall not 
perhaps be over-sanguine if vve hope tliat the area under irriga¬ 
tion from private works may be doubled in fifty years. But even 
if this result be obtained, then deducting one-fourth of the increase as 
occurring in the areas not exposcnj to famine, the increase of protection 
in the famine-ex}X)sed tiucts will not exceed L3 per cent of their 
area, and it becomes evident that, notwithstanding every |X)ssible 
extension of private xvorks, Considerable areas must remain without 
protection by their means. 


Glh\NT Ot?* LOAK>S ANl> ADVANC ES TO AOlUCVI/ri’KISTS. 



gitant od loan>s and advanc es To Aaiucvi/ri’KiSTs. 8- 

212. Finariciuf/ iif adami granUAn-aid .—The amounts of 
the grants to be ])rovi(lc(l for takari advances, and for grauts-in-aid of 
private irrigation works, will necessarily come under revision from 
time to time, say, at intervals of five years; but the revision should 
be* made luther with reference to requirements, and to (lie maximum 
amounts that can be effectively expended under existing conditions 
of administration, than to budget exigencies. We cannot too strongly 
insist that the success of the policy which we advocate, will depend 
on its being pursued systematical ly and contiiuiously, at whatever 
rate of progress may give the best results, and without being liable 
to interruption in years of great financial stress. We consider that 
the additional expenditure proposed will not impose any permanent 
burden on the State, for there wdll lx? ai^ adecpiate return in the greater 
protection afforded against famine; but we ap})reheiKl that consi- 
deiutions of ways and means may sometimes I’ender it diflicult to 
carry out this [)olicy continuously. Assuming provisionally that 
for the next few years the rate of expenditure will be as projK)sed, 
there may be a diificulty in providing the grants rc^juired out of 
current revenues. The 17 lakhs to 1x5 provided for graiits-in-aid 
will be j)ractically a new item of expenditure, while the grants for 
takavi will exceed the normal under this head by 10 lakhs. 
There will not only be a great immediate increase in the demand 
under the latter head, but its duration will be greatly prolonged if 
the period of repayment of loans is extended as we liave suggested; 
and we have also proposed a reduction in the rate of interest whi. li 
wo 11 involve the surrender of some of the profits which the State 
has hitherto made on its takavi transactions. We have suggested a 
universal rate of interest at 5 per cent, as the basis of all loan transac¬ 
tions for agricultural improvements, in the belief that this rate 
will be sufficient to cover all the risks of loss, but if this rate 
is likely to be too low, it must be increased. We think tliat the 
State should not look for direct financial profit on these transactions : 
but we recognize at the same time that it must be a cardinal prin¬ 
ciple of takavi transactions that they are self-supporting and involve 
no loss to the State, and that the expansion of oj[)erations which are 
recommended deiACirls on the rigorous ol>servance of this principle. 
Subject to this condition, however, we think that the only limit 
to the takavi grants should be the amount which the people are 
willing to take, and the officers of Government are able to 
distribute, with due regard to security and other considerations; 
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ard that, If the amounts required cannot be provided from geneml 
revenues, some arrangement should be made under which the money 
could he obtained from loan funds, as for expenditure which will 
lx< essentially productive, and which will all be eventually recouped. 
These conditions will not apply to expenditure incurred on private 
irrigation works, which caainot properly be met from loan funds; but 
we suggest for consideration that expenditure of this kind should be 
recorded under a new bead, as grants-in-aid for private agricultural 
wmrks, and should be chargeable against the famine grant, or, in other 
wo!-ds, should be met from that jwrtion of the grant which would 
otherwise be shown as applied for the reduction or avoidance of debt. 
We think that any expenditure which Avill tend to increase the 
protective elKciency of private works is as legitimate a cliarge against 
the famine grant as expondilure on non-productive irrigation works, 
and may'" he jnstihed on the siime ground' that it will tend ^o induce 
the amount of future charges for actual famine relief, and is h, better 
insurance against the cost of famine than a corresjionding reduction 
in the public debt. 


213. In order, then, to secure that continuity of policy and action 
which w'o have roeouimcnded, we further suggest that liocal Govern¬ 
ments and Administrations should be invited to submit estimates of the 
full amounts xvhich they can distribute over a series of years, not less 
than five; and that they shoulil be given regular animal aliotments up 
to w'hich they should lx expected to work. Failure to do so should be 
explained, but should not be made the ground for diminution of the 
allotments during the remainder of the period, unless the local 
authorities convince the Supreme Government that experience already 
gained lias demonstrated the impracticability of spending up to 
them. Similarly, heads of districts and divisioi.s should get for a 
term of years regular allotments based upon carefully framed 
estimates of requirements. The fixing of allotments, however, should 
not exclude the grant of special additional allotments on good cauise 
shou-n. Allotments to provinces, or paiie of provinces, unaffected by- 
famine have sometimes been curtailwl in order to satisfy the demand 
in affected localities. Such curtailments should be avoided, if at all 
possible, with due regard to financial exigencies. Any check to the steady 
development of private improvements by means of advances is likely to 
have serious and jicrmanent effect on the zeal of LocaiI Governments 
and oOicials on which the success of the system so largely depends. 
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214. Snnmaiy. —Id order to make our proposals clear, we 
summarize below those which relate especially to precarious or selected 
tracts. The remainder apply to all parts of India in which fakavi 
be advanced for purposes of irrigational improvement:— 

(1) Special libemlity in estimating periods of repayment 
(paiugraphs 192-194). 


(2) Special armngement speciticd in pamgraph 195. 

(3) Advance of money on the spot (paragraph 197). 


(4) Payment by suitiharge on fluctuating revenue (paragrajdi 

204). 

(5) Special famine measures (paragraph 206). 

(6) Grants-in-aid (paragmph 207). 





[^Resohtfion of ihe Governmeyii of Itidia, No. 6-204-16, daftd the 
30th Nooewher, 19{)67\ 



PrTN( IPLES ON WinOH THE vSYSTKM OF AH VANCES, UNDEU THE LaND 


lNFl{OVE>fENT AND A GlUCrLTriaSTS^ LoANS AcTS, 
SlfOUlA) BE AVOUKED, 


The Government of India hove bad under consideration the system 
in force for the advance of loaiih from State Junds to assist in the 
(leveloi)nient of agriculture, whether under the Land Improvement 
Loans Act, 1883, or under the Agriculturists^ Loans Act, 1884. 
The recommendations made on the subject by the Famine Commission 
of 1001 were referred for o])inion to Local Governments, and after 
consideration of their rejdies, anu of the recommendations made on 
the same subject in (he roijort of the Irrigation Commission of 1903, 
the Governor General in Council is now in a position to lay down 
the priiK*ii)les on which he considei’s that such loans should be made, 
and to olTer certain suggestions with the view of making their 
operation more effective. He agrees with both Commissions that the 
system is a very valuable one, butli in ordinar}^ times and in times 
of drought; that it should be the policy of tlie State, as supreme 
landlord and as the guardian of the people against famine, to promote 
witii reasonable liberality, the execution by jirivate persons of works 
which will add to agricultural efticiency and increase the total produce 
of husbandry; and, that loans for th ^ ]:>nrpose of purchasing seed 
and cattle and for other agrioultui’al ol;,ects, not covered by the Land 
Improvement Loans Act, should n^c. be limitcKl to times of special 
-* stress, but should, like tho.se made for*the improvement of the land, 
form a part of the ordinary revenue administration. The consideration 
which has now been given to the .subject has led him to the conclusion 
that in most Provinces the existing rules might safely and properly 
be revised, so as to secure greater simplicity, liberality and elasticity 
in the working of the system, and tlius increase its popularity and 
tlae advantages deri\ e<l from it by the agricultural population. 

This Rev^olutioii will first deal with loans made under the Land 
Improvement Loans Act on oixlinary conditions, and then with loans 
on special terras and advances made under tlie Agriculturists’ Loans 
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Act; and it will be convenient to consider land improvement loans 
chiefly in connection with the construction of wells, though it should 
bo understood that the princi})Ies enunciated also a])ply, so far as may 
bo, to tanks, watcr-eoiirscs, embankments ancf other works for the 
improvement of land. 


8. As regards the mte of interest to be eharge<l on ordinary 
advances under tlie Land Improvement Loans Act, the present piuctice 
is that, in Madras, Bombay and Burma the i*ate levied is 5 jjer cent., and 
that in all other Provinces it is GJ per cent. Both the Famine Com¬ 
mission and the Irrigation Commission suggested that the mte might 
with advantage be. made 5 per cent, in al! Provinces, though the 
latter Commis.sion admitted that a rate of per cent, is not in 
itself exeesssive, and tliat the people regard it as extremely liberal. 
The general opinion of the Local Governments of Northern India, 
however, is that there is no gooil reason for reducing the present 
rate of 0^ jier cent.; and with this ojjinion the Gov'ernor General 
in Council concurs. This rate is very much less than that warranted 
by the custom of the country and cliaigixl by village money-lenders, 
and it does not seem probable that a reduction of the rate of interest 
from to 5 per cent, would have any appreciable effect in increasing 
the demand for loans, as the ordinary borrower would not be likely 
to have any clear idea of the benefit he would derive from the 
reduction. The Governor General in Council agrees with the Irriga¬ 
tion. Commission that loans under the Land Improv’^ement and 
Agricuitnrists Ijoans Acts need not be made a source of direct profit 
to the State; and he considers that where the pi-esent rate of interest 
is found to result, after taking into account all classes of transactions 
(including remissions) under both Acts, in a net profit to the 
Lociil Government, this margin of profit should be utilised, not in 
giving a reduction in the general rate of interest charged to all 
borrowers, but in granting special concessions to tiioso borrowers 
who stand in need of them, and thus rendering tlie system 
moi-e elastic. Pie would regard the margin between the rate 
l)aid by Government on the loans it raises, and that charged by 
Government on the advances made to agricnlturists, as an assurance 
fund against risks and a sinking fund to cover losses, such as may 
be exiiected to occur in individual casc.s. For those reasons the 

Government of India agree with the Local Governments of those 
Prc»rinces in which the rate of interest is at pre.sent GJ per cent 
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that there is no good reason for a reduction of that rate, and would 
ask tlui GovenDneiits of Madms, Bombay and Burma to consider 
Avhether the rate at piesont charged in timse Provinces might not, with 
advantage, be raiscil to 0.} per cent. 

4. Under the j)resent rules it is usual to Jew penal or com]X)und 
interest on overdue instalments, and the Irrigation Commission recom¬ 
mend that such interest should be exacterl only in very exceptional 
cases. In this recommendation they are supported by several Local 
Governments, and more especially by the Lieutenaut-Governor of the 
linited Provinces, who ]X)ints out tliat the failui’e to pay interest when 
due must bo owing either to contumacy or to poverty, and that in the 
lirst case coercive process to enforce payment should be taken Avithout 
delay, and in the second the question is whether some e mission should 
not be gi-anted, and not wliether more interest should be exacted. 
The Government of India are unable to accept this argument without 
modification, as, even when the delay is: due to contumacy, it is 
impossible, in practice, to levy the arrear at once, and it is equitable 
tliat a delay so caused shouhl involve a ])enalty, if only as a lesson in 
pimetuality. They agree, however, that Local Governments should be 
prepared to remit or reduce compound and penal interest in cases in 
which tliey are satisfied that the failure is due to inability to pay and 
that the levy of such interest would be pmdactive of hardship. 

5. Under most of the i>resent sets of rules the maximum ordinary 
term fixed for the re})ayment of a loan is 20 years. The Famine 
Commis.u*on suggested! that tliis period might be extended, and the 
Irrigation Commission recommended that no maximum period for 
repayment should be prescribed, or that the maximum term should bo 
fixed at 50 years, Local Govern?rents l)eing empowered to 2 ">rescribe 
maximum periods for different tracts and districts and for different 
classes of works, having regaid mainly to the dumbility of the work 
for hich the loan was gmuted. After full considemtion of these 
suggestions, the Governineut of Iiidia are of opinion ihat in the case 
of ordinary improvements a twenty years’ term for repayment is 
generally sufficient for the following reasons. An examination of 
interest tables drawn up to show the amount of the annual or 
half-yearly instalments reipiireil to discharge, within different periods, a 
loan of Its. 100 at 0^ or even at 5 per cent, will prove that, to extend 
the jieriod of re|jayment beyond twenty years effects no substantial 
reduction in the amount of the annual or half-yearly iustalmenis; so 
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that such an extension ali'onls no great immediate advantage to the 
borrower, while it burdens him for a longer term with the duty of 
making re])ayinents. A still stronger reason is to be found in the 
consideiution that the amount of funds available for making such 
loans is limited, a?id that the rate, at which fresh loans can be made, 
depends to a large extent on the i-ate at which the money already out 
on loan is rejiaid to Government, so that it may be utilised by being 
re-issued in the form of further loans. Thus to extend the term 
generally adopted for re])a} inent would reduce the number of imjimve- 
ments which could be aided by means of the total sum available, and 
render it less elfVdive for the purpose in view. The Government of 
India, therefore, are of o|)iuion that the ordinary term for repayment of 
loans should not exceed 20 }'ears ; but they have no objection to a Local 
Goveriinient’s taking the |>ower to grant a longer term in special cases. 

0. In fixing the actual tenn of repayment in individual cases some 
consideration should no doubt be paid, as recommended by the Irriga¬ 
tion Commission, to the probable durability of the iiri])rovement, with 
the view of an-anging that the whole of the loan shall be rey)aid 
before the imjn-ovemeut ceases to !>e of use ; biit this is a matter in 
whitdi the convenience of the bormwer may well be consulted, and the 
Gov’ernment of India recommend the following procedui*e, which has 
already been adopted in some Provinces. A si^ecimen table* appended 
to this Eesolution shows to the nearest anna the amount of equated 
yearly or half-yearly payments tliat would be required to discharge a 
loan of Ils. 100 with interest at d| per cent., in perifxis 
of 10, 15 and 20 years res 2 )eetively, from tlie date of the 
first instalment, assuming that this is paid at the end of three years t 
from the date on which the loan is drawn. Similar tables should 1x3 
drawn up for other amounts and periods, and should be explained to 
the borrower, it being left to him to choo.se, subject to the ap]3rova] of 
the lending authority, which table of payments he u ill ado})t. The 
borrower w'ill then easily understaiul how many instalments of so many 
rupees each he will have to repay, and will be able to select the 
scale which best suits liis convenience. As regards the date from 
which the repapnent shoiiM commence, the Famine Commission 


* See pp. 126-27. 

t As 8tat€*(l t’uither on in this pamgraph, the period of grace contemplated is not 
to exceed 2J years ; bnt three years Kaa been taken in the table to cover the results of 
anponctualities which will probably occur in the i-opaymont of the instalments, 
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should be to ensure that payment, eitlier of j)riiicipal or interest, is 


never exacted before the date when, by the exercise of such (lue dili¬ 
gence as mav reasonably be expected of an Indian peasant, the profits 
of the improvement might be expected to cover the payment* This 
period of gmee should not, however, exceed years lu any^ case, and 
interest should be charged during its currency : this will be allowed 


for in the tables above mentioned. The Government of India are not 
prepared to agree to the suggestion that the borrower might be 
allowed to repay i.istalments of the Joan only so long as the well 
endures, as this would involve emjuiries which would be accompanied 


by some trouble everywhere, and might often prove inipiacticable 
owing to insufficiency of stafi or of records. 

7. In some Provir)ces the rules reganling the nature of the security 
to be ve<:|uired before a loan is gmnted for the iniprovenieiit of land seem 
to be unnecessarily strict. Under section 7 (1) of the Land Improvement 
Loans Act, all loans granted under the Act, as well as the interest 
chargeable thereon, may be reciovered from the borrower as if they 
were arrears of land rev^enue due by him, and out of the land for the 


benefit of which the loan has been granted, up to the extent of the 


interest of the borrower in that land, including the interest of 
mortgagees on, or persons having charges on, that interest. Where, 
therefore, the borrower’s interest in the land to be improved is siillicient 
security of itself to cover the loan, no further security should be 
demanded. Tlie Madras rule on the subject lays down that no loan 
should be granted unless the value of the security offered exceeds by 
at least one-fourth the amount of the loan applied for. The Govern- 
ment of India are, liowev'er, of opinion that this rule may be relaxed 
wdth safety, and are inclined to suggest that, where the amount of the 
ioan does not exceed three-fourths of the value of tlie land after the 
imju'ovenient has been carried out, no collateral security need be 
required. Where the interest of the borrower in the land to be 
improved is not siitiicient of itself to oils lire the repayment of the loan, 
it is necessary to require further security, which may consist of other 
lands belonging to the applicant, or of land belonging to other 
peJL'sons who are willing to become his sureties, or ol personal security. 
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It is for the Local Government to satisfy itself that the security 
ottered, in wliatever form it is given, is sufticient to guarantee the 
repayment of the loan, and where it is of opinion tliat security other 
than lan<l is sufficient, there is no objection to such security being- 
accepted. Indeed, the Government of India strongly endorse the 
opinion recorded by the Irrigation Commission that, the joint ]>ersonal 
security of several i)ersons may often be at*ee])ted as sufficient to 
ensure the rei)ayirient of a loan, and recommend for the consideration 
of Local Governments the rule now in force in Madras to the effect 
that, when a loan is applied for by the members of a village comniuni- 
ty, or by a group of cultivators on their joint personal security, the 
Collector may, at his discretion, advance on such security an amount 
not exceeding five times the annual assessment of the land held by 
the ap])Iicants. In this connection it may be mentioned tliat in some 
Provinces great delay is caused by an enquiry into j>revious encum¬ 
brances on the land ofPei’cd as security ; although, seeing that under 
the Act, the existence of mortgages or other charges on the interest 
of the borrower does not lessen the stxmrity for the loan, it would 
seem unnecessary to make elaborate enquirios regarding previous 
encumbi'anees on the land to be impixn ed ; and the Government of 
India trust that Local Governments will provide that such an enquiry 
shall not be carried further than is necessary with due regard to the 
security of the loan. The Irrigation Commission have called atten¬ 
tion to the difficulty of advancing money for improvements to tenants 
in some Piovinces owing to their having no tniiisfei-ablo rights in 
their holdings, and Local Governments will be separately addressed 
on this subject. Meanwliile the Government of India 
desire to express their concurrence in the recommendation of the 
Commission that, where the [lei-sonal semirity of a tenant, or the joint 
security given by several tenants, is sufficient to ensure the i-e^^ayunent 
of the loan, the experiment of making advances to tenants on such 
security ought to be freely tried. In some Provinces a rule exists 
forbidding the granting of a loan to any borrower, who is in arrears 
for land revenue, or for a previous loan; but the Government of 
India are of-opinion that this in itself is no sufficient reason for 
refusing a loan, if the security offered is otherwise satisfactory, and 
recommend that Collectors should be givtm the discretion of gmntiuo* 
loans to persons in arreai-s, when they are satisfied as to the^socuiity 
offered. 
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8. Tlic rules in force in some Provinces re^j^ardin^ the procetlure 
ill giuiitinc^ loans might also be revised with the objtN*t of affording 
greater facilities to ])ersous wishing to borrow. Arrangements 
iniglit be made for the supply free of cost ot* printed copies of a form 
of ajjplieation, to lie presented to any revenue officer, and all revenue 
ofiicers might be re(pnred in the ease of an oral apjdieation to cause 
it to be recorded in the prescribed form by some official. It is usually 
sufficient in the case of an application for a small loan to refer it for 
local eiujniry to an officer not below the rank of revenue inspector, or 
held kannuijo^ though, where the loan applied for exceeds Its, oOO, 
it would be advisalilc to prescrilie that the local eiujuiry should be 
conducted by an officer of a rank not lower than that of a deputy 
talmhUir. In Madras UiJuvldan have tlie ])ower to sanction loans not 
exceeding Ks. while iJivisionat Officers can sanction loans iij) to 
Es. 500, and Collectors uj) to Rs. 1,000; and other Local Governments 
are requested to consider whether similar pouem to sanction loans 
could not safely be delegated to subordinate officers, .so as to obviate 
tlie delay of a reference to higher authority. In the case of a large 
loan it is advisable to atlv^ance the money in instalments, the second 
instalment not being granted until tlie lending authoritv is satisfied 
by local inspection that work to the value of the first instalment has 
been executed ; but care sliouM be taken that this condition does not 
lead to delay, and rej)orts of ti'ustworthy subordinates as to the 
progress of the work should be accepted, subject only to such check 
as is considered necessary. Great importance should be attaclied to 
the ])rinei]de that the ailvance should be f.ufiicieiit to cover so much 
of the total outlay reipiired to construct the \vork as the borrower is 
unable to provide from his o^vn resources, as it is often bettor to refuse 
altogether an ap[)Iication for an advance than to sanction it in part 
only, leaving the ajqilieant to borrow elsewhere to complete the work. 

9. The Government of India concur with the Irrigation Commis¬ 
sion as to the im[x)rtance of elasticity in the collection of instalments 
for the repayment of loans, and approve of their recommendations that 
suspension should be given without hesitation, whenever, from causes 
beyond the borrower's control, his crops fail to such an extent as to 
render the payment of the instalment unduly burdensome to him ; 
that whenever sus[>ensioiis of revenue am granted on a large scale over 
a wide area, they slionld carry with them automatically .«!USpensions of 
the takavi instalments which may be due the same year; tliat the officer 
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wlio has anthority to the loan shonkl also have aiitliority to 

gmut suopensiou; and that Ihe sus])en(le(I instahnent should not bo 
made payable in tlie ensitin^ year ^vitll the insiaiinent ot* Unit year, 
but that the effect of suspension sliould bo to [w>st)xme for one 
instalment period the ])ayinent of all remainiiii^ instalments due on 
the loan. When a man borrows inoney he should be recjuinnl to repay 
the loan with interest.; but time shoidd be <^i\en him to make those 
re|)ayments in such a manner as wo‘11 not be ruinous to him. As 
regards remissions, the (lovernment of India are of opinion tliat it is 
a sound principle not to remit repayment of a loan ,so readilv as 
remissions of ordinary land revenue are granted, and that as a general 
rule the risk of the failure of an injproveni<>nt should be borne by the 
borrower, as this affords the best j^nnrmitee that the money will be 
judiciously applied; but they w ill have no objection to a Local 
Government’s '^emittini^ Outstandinj^ instalments or a imrt of them, 
when a work fails from causes beyond the borrower’s control and when 
recovery of the loan in full \s'ould occasion serious hardship; and they^ 
are prejxired to consi<1er proposals for tlie deIe^]^ation of the power of 
tfrantin,^ such remissions to local officers. 

10. The forcj^oino: pamti^raphs have dealt with the treatment of 
ordinary loans under the Land Improvement lAmns Act. The 
Irrigation Commission liave mode certain proposals with the view' of 
encoumging irrigation in epecially precarious tracts. Tliey recommend 
that in selecteil areavS, w hich have suffered severely in recent famines, 
and ha\'e not since obtaine<l, by irrigation or otherwise, protection 
sufficient to guarantee them against the rcciuTenccof similar calamities, 
land-owners should be encourage<l to ap])ly for loans on ordinary 
conditions sufficient to pay for a jiortion of tJie cost of the contem¬ 
plated improvements, and that Government should make a free grant 
of the remainder of the cost, the proportion of the free grant to the 
total cost depending on the proi)erty of the applicant and the marginal 
proiit from irrigation, the suggested maxirmmi being half the total 
amount required up to a limit of Rs. 500. The Government of India 
have no objection to free gi*a.nts being made under sueli circiniistances, 
i.e., w hen they are applied to works, the success of which is calculated 
to ifHluce fixture expenditure on famine relief; but under present 
eireiunstances they must debited in the same xvay as actual famine 
outlay and charged to Provincial Revenues. The Government of 
India will consider se])aiately M'hether such gi'ants-in-aid might not 
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be specially cliargf<l against the Famine Insumnce Grant, as Proteotivo 
Irrigation expenditure to be met from Ini]^)erial funds. This coui-se 
would, however, require the sanction of the Secretary of State, and it 
is subject to the disadvantage that the sums so spent would rcxliice the 
anmunt available for outlay on ordinary Protective Irrigation works 
and on Pix>tective Railways. Such free grants cannot in any case be 
charged to the loan aeeoimt, but it is advisable to provide that they 
be recoverable as an arrcar of land revenue, should the money be 
s])ent (itiierwise than in accordance with the conditions of the gift, 
and it wdll be for Local Governments to consider whether this can be 
provided for under the existing law, or wlietlicr further legislation on 
the point will bo necessary. 

li. Advances made in ordinary Hnies under the Agrieultunsts' 
TioarisAct for the purchase of sewl, fodder, cattle, and other require¬ 
ments of agriculture are undoubtedly of the greatest advantage to poor 
enltivators, and often enable them to sow their lands or preserve their, 
cattle without getting into hopeless debt; and, where funds are 
available, liberal advances sliould be made for this purpose. In some 
Provinces loans of this character arc made free of interest or at low 
nites of interest; b\it the Government of India are of opinion that, 
as a genend rule, it is good policy to require a borrower who is given 
adlreci loan to pay a fair interest for it; and that, save in very 
exceptional cireumstaiices, the same rate of interest should be eliargtxl 
as is charged on U)aus made for the improvement of land. The 
princi])les alreiidy enunciated regarding land improvement loans are 
generally applicable to advances made under tlie Agriculturists^ Loans 
Act, but as such loans are usually of small amount individually, and 
are often required to bo disbursed in large numbei‘s and with as little 
delay as |>ossil)le, it is still more important in this case to simplify and 
expedite the procedure by such measures as empowering suboixlinate 
otficers to sanction loans and accepting joint or personal security. In 
accordance with the recommendations made by the two Commissions, 
the Government of India have already authorised a system of 
employing selected officers to take lump sums with them into camp, 
aud disbni-se loans on the s})Ot on the receipt of the borrowers. This 
system has been aulhorised as regurds advances to be ina<le under both 
Acts, but is specially applicable to petty advances made for the 
purchase of seed and fcxlder. The Government of India also approve 
of the suggestion made by the Famine Commission that, where 
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available, noii-offieial agency might be employal to aid in making 
enquiries and disbursing loans; and where the number of such loans 
is large, it will often be found advisable to make the necessary 
enquiries well beforehand, and to arrange for the immediate disburse¬ 
ment of the money when the loan is actually required, as, for instance, 
when min falls at seed-time. 

12. The foregoing considerations are applicable to the case of 
loans made in ordinary times; and, it remains to consider the case 
of loans made to agriculturists in anticipation of scarcitv or 
during the currency of famine. As regards such loans, the Government 
of India agree with the o])inioii expressed by the Famine and Irriga- 
tion Commissions, that loans to agriculturists are es})ecially required 
in the very early stages of famine as a measure of moral 
stiategy, and to put heart into the ])co])le, and that a system of 
advances when made in goofl time and witli pmident forethought, 
is a most efficient form of relief, and one which can to a very 
great extent be freed from the pauperizing influences of State 
eliarity. These principles have been incor|)orate<l in the revised 

Famine Codes and will no doubt be aete<i upon when occa.sion arises. 
It has been usual in most Provinces to make advances in famine times 
on low interest or free from interest altogether, and to remit them 
with great generosity. The Government of India however agme 
with the Famine Commission that this is mistaken charity, likely to 
demomlise the people. They are of opinion that these advances 
shouhl always cany interest at the usual mte, and that while due 
regard should be paid to the subsequent seasons and the circums¬ 
tances of the borrowei’s, rep)ayment of these loans should take 
precedence of the recovery of arreai's of land revenue. If it is 
necessary, to grant some remission, it should take the form of a 
remission of land revenue, and the loan with interest should be 
recovei-ed ; or, if this will involve great hardship, a portion of the 
loan itself, and not merely the interest, should he remitted. In 
times of famine, in place of giantmg loans free of interest, the 
system of making free grants in addition to repmyabie loans, already 
alluded to, may be freely utilised. Advances ma}' be made to lantl- 
owners for the eonstniclion of private works to enable them to give 
employment to the xx>or, a jx>rtion of the advance being made iu the 
form of a loan repayable with interest ou onlinary terms, and the 
remainder in the forrn of a free grant-in-aid from famine funds to he 
13 
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spent on the employment of labtnir in accoixlance with the system of 
“Aided ’Village ’Worhs,” for whicli provision has been made in the 
revised Famine Oxles. In such times a similar system may be adopted 
as regards advances for the jmrchase of seed, fodder, or cattle. 

IS. The Government of India agree with the Iirigation Commis¬ 
sion that the system of loans to agricnltinists would be rendered more 
popular, both with the subordinate revenue officers and with the 
borrowers, if the ])roeednre and the system of accounts could be 
simplified. The chief difficulty in effecting an improvement of 
this character is the neec.ssity of distingnishing between repayments 
of principal and interest. T iKler the system of equated payments 
mentioned above, it would be unnecessary to show, in the aceomrt 
made over to the horrow-er, the distinction between capital and interest; 
as all that he need he told is the number of even rupees to be paid 
by him at each instalment, and the number of instalments he will 
have to i>ay ; and the Government of India wdll consider sepai-ately 
whether it will be possible to relieve the subonlinate revenue establish¬ 
ment from the necessity of keeping up for each bormwer’s account 
details of principal and interest. In any case, however, it wdl be 
nece.ssary to maintain these details in the Account Offices. 

14. As regards the source from which funds may be obtained for 
increasing the amount available for advances under the two Acts, 
the present system is that, funds are providwl hy the Imperial Govern¬ 
ment and advanced to Local Governments under the Provincial Loan 
Acconnt, which includes not only advances to agricnlturists, hut 
also loans to Municipalities, District Boards, and landed proprietor. 
Interest at .31 per cent, is charge(l to the Local Government on the 
mean between the outstanding balances at the commencement and at 
the close of the years, and Provincial Kevemies are credited with the 
full amount of interest realised on the loans granted by the L<x;al 
Government, and are debited with any sums which it may be neces¬ 
sary to write off as irrecoverable. The sums recovered by way of 
repayment of previous loans are available for making fresh advances, 
and should any further sum lie required by the Local Government, 
it is found, so far as i)o.ssible, by the Imperial Government fi-om its 
resources for tlie year. The amount outstanding on the 31st March, 
1904, on account of advances to cultivators under the two Acts was 
over ‘Z\ crores, and the average amount of loans made during the 
last ten yeai-s has been 86 lakhs per annum, or, excluding the four 
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famine years^ 57 lakhs j>er annum. While the Government of India 
agree with the Irrigation Commission that it is very desirable that 
the supply of funds for this puipose should be continuous and suffi¬ 
cient to meet all reasonable demands, they are unable to accej^t their 
recommendation that the amount available for such loans should be 
greatly increased and should be provided continuously without being 
liable to interruption in years of financial stress, the money being 
obtained from loan funds if necessary, seeing that the additions to 
the Provincial Loan xVecouat are made from the cash balances of the 
(xovernment of India, which are necessarily limited according tid the 
circumstances of the year. They, however, recognise that, sliotild 
the system of loans to agriculturists be im 2 )rovod in accordance wdth 
the suggestions already made, the demand for such loans is likely to 
increase gradually, and so long as it is kept within reasonable bounds, 
and is a natural and not an artificially infiated demand, they will 
endeavour to meet it to the extent to which funds may be available 
from time to time. 


15. In this connection the Governor-General in Council thinks it 
necessary to utter a word of caution against what he considers to be 
a very I'cal and practical danger, namely, the danger of creating, 
by too active a policy, a forced and spurious demand for these advan¬ 
ces. Even under the most favourable circumstances irrigated 
cultivation requires, at all events in the case of wells, more capital 
than dry cultivation ; aud in many parts of the country, where the 
wells are costly and their results uncertain, and where physical con¬ 
ditions make it possible to irrigate only a small area from each well, 
only the highest form of cultivation, which entails very considerable 
annual expenditure, is likely io be profitable. In such a case it is 
worse than useless to encourage a peasant to contract a debt for the 
construction of a well, the pixifitable working of wliich is beyond his 
resources ; and the Government of India, while they are anxious to 
see the system of advances administered in a symimthetic spirit, and 
made as simple and liberal and elastic as ];)ossible, trust that no exces¬ 
sive inducements will be held out to individuals to apply for loans 
which they may find it difficult to rejiay, and that any ^ increase of 
demand will be spontaneous, and therefore healthy. 

IG. Under the Provincial Loan Account system any profits or losses 
that may occur on these loans arc credited or debited to Pronneial 
Revenues, and the Government of India would suggest to Local 
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rovenimcnts tliat, as recommended bj tlie Famine Commission, an 
a<.lministrative account should be maintained for the loans under the 
two Acts, showing on the one side the profit made by the Jjocal 
Goveriiinent b\ charging to borrowers a higher rate of interest than 
it pays to the Imperial Government, and on the other, the cost of 
remissions and of other expenses connected with these loans , and 
that where, on an average of years, the net profits of the Local 
(xovernmeut are large, nieasiires should be taken tx) reduce them, 
not by a reduction of the rate of interest charged, but by more 
liberal treatment of those eases in which the borrower has met 
with misfortune, or bv' providing cxjienditure for such [lurposes 
as maintaining a staff for well-boring or other alils to land improve¬ 
ment, or for an extension of the system of free grants-in-aid. 
It must, however, be clearly nnderstotxl that expenditure on such 
establishments or grants, though it may be justified by jirofits on 
loan transactions, is entirely distinct therefrom, and must be sepa- 
rately debited in the Local Go\’ernrnent’s current ex]>eiiditur(L 

17. Seeing that tlie financial I’esponsibility for this loan system 
rests with the Local Governments, the* Gov^erument of India are 
prepared to relax the jux^sent law, under which the previous sanction 
of the Governor-General in Council is reipiired for any modifica¬ 
tion of the rules in force, and will take steps to have the necessary 
change made in the existing Acts. Local Governments will tlien 
be empowered to revise their rules at their discretion subject only 
to the control of tlie Imperial Government ; but whenever it is pro¬ 
posed to make any change which is not in accordance with the princi¬ 
ples enunciated in this Kesohition, or which materially affects financial 
arrangements, previous reference should be made to the Government 
of India ; and in all cases copies of the notifications effecting changes 
in the rules should be sent to the Government of India for their 
information. 





[^Extracts fmn the Land Improvement Loans Aet, 19 of 1883 

“I*. (1) Subject to such rules as may be made under section, 10 
loans may be giunted under this Act, by such officer as may, from 
time to time, be empowered in this behalf by the Local Governmont,. 
for the purpote of making any improvement, to any pei'son having a 
right to make that improvement, or, with the consent of that person, 
to any other person. 

(2) Improvement means any work which adds to the letting 
value of land, and includes the following, namely:— 

(a) the construction of wells, tanks and other works for the 
storage, supply or distribution of waten* for the pur- 
j)Oses of agriculture, or for the use of men and oattle 
employed in agriculture ; 

[h) the preparation of land for irrigation; 

(c) the drainage, reclamation from rivers or otlier watei^s, or 
protoction, from Hoods or from erosion or other damage 
by w^ater, of land used for agricultural puiposes or 
waste-land which is culturable; 

{d) the reclamation, clearance, enclosure or ])erTiianent improve¬ 
ment of land for agricultural purposes; 

{e) the renewal or reconstruction of any of the foregoing works, 
or alterations therein or additions thereto; and, 

{/) such other works as the Local Government, may, from 
time to time, by notification in the local official 
Gazette, declare to be improvements for the i^m-poscs 
of this Act. 

5. (1) When an application for a loan is ma4le under this Act, 
the officer to whom the application is made may, if it is, in his 
opinion, expedient that public notice be given of tlio application, 
publish a notice, in such manner as the Local Government may, from 
time to time, direct, calling u]xm all persons objecting to the loan to 
appear before him at a time and place fixed therein and submit their 
objections. 
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(*2) The officer shall consider everj objection submitted under 
sub-section (1), and make an onler in writing either admitting or 
overruling it: 

Provided that, when the ([uestion mined by an objection is, in 
the opinion of the officer, one of such a nature that it cannot be 
satisfactoril}" decided except by a CiaoI Court, lie shall postpone 
his proceedings on the application until the question has been so 
decided. 

(1) livery loan gmuted mulerthis Act shall be' made repay¬ 
able by instalments (in the form of an anmiity or otherwise), within 
such periotl from the date of the actual advance of the loan, or, when 
the loan is advanced in instalments, from the date of the advance 
of the last instalment actually paid, as may, from time to time, be 
fixed by the rules made under this Act. 

(2) The period fixed as aforesaid shall not ordinarily exceed thiiiy- 
five years. 

(?3) The Local Government in making the rules fixing the jieriod, 
shall, in considering whether the period should extend to thirty-live 
veal’s, or whether it should extimd beyond thii*ty-hve years, have 
regard to the durability of the w^ork for the purpose of w hich the 
loan is granted, and to the expediency of the cost of the work being 
paid by the generation of ].K‘rsons who will immediately Ixiiietit by 
the work. 

7, (1) Subject to such rules as may be made under section 10, 
all loans giunted under this Act, all interest (if any) chargeable there¬ 
on, and costs (if any) incurreil in making the same, shall, when they 
become due, be recoverable by the Collector in all or any of the follow¬ 
ing modes; namely :— 

(a) from the borrower—as if they wei-e arrears of land-revenue 
due by him ; 

from his surety (if any)—as if they were arreai-s of land- 
revenue due by him; 

{e) out of the land for the benefit of wliicli the loan has been 
granted^—as it* they \vere arrears of land-revenue due 
in resjKK't of that land; 
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out of the property comprised iu the collateral seenritv 
(if any)—according to the procedure for the realiza¬ 
tion of land-revenue by the sale of immovable pro¬ 
perty other than the land on which that revenue is 
due : 


Provideil that no proceeding in respect of any land under clause 
(c) shall affect any interest in that land which existed 
before the date of the order gmiiting the loan, other 
than the interest of the borrower, and of mortgagees 
of, or persons having charges on, tliat interest, and, 
where the loan is granted under section 4 with the 
consent of another person, the interest of that pei'son, 
and of mortgagees of, or persons having charges on, 
that interest, 

(2) When any sum due on account of any such loan, interest 
or costs, is paid to tlie Collector by a surety, or an owner of property 
comprised in any collatemi security, or recovered under sub-section 
(I) by the Collector from a surety, or out of any such property, the 
Collector shall, on the a])plication of the surety or the OAvner of that 
property (as the ease may be), recover that sum on his behalf from 
the borrower, or out of the land for the benefit of which the loan has 
been gi*antal, in manner provided by sub-section (1). 

(3) It shall be ia the discretion of a Collector acting under this 
section to determine the onler in which he u ill resort to the various 
modes of recovery permilted by it. 




[^E:rfracts from the AgricuUnri^it^^ Loans Act, 12 of 1884."] 


4. (1) The Local Government may, from time to time, subject to 
the control of the (xovernor General in Council, make rules as to 
loans to be made to owners ami occupiers of amble land, for the relief 
of distress, the purchase of seed or CJitlle, or any other purpose not 
specified in the Land Improvement Loans Act, 1883, but connected 
with agricultviral objects. 

(2) All such rules shall be published in the local official Gazette. 

5. Every loan made in accordance with such rules, all interests 
(if any) charj^eable thereon, and costs (if any) incurred in making 
or recovenng the same, shall, when they become due, be recoverable 
from the j>erson to whom the loan was made, or from any person who 
has become surety for the repayment thereof, as if they >vere arrears 
of land-revenue or costs incurred in recovering the same, due by the 
person to whom the loan was made, or by his surety. 

6. When a loan is made under this Act to the members of a 
village community, or to any other persons on such terms that all 
of them are jointly and sevei'ally bound to the Government for the 
payment of the wliole amount payable in respect thereof, and a state¬ 
ment showing the portion of th^t amount which as among themselves 
each is bound to contribute, is eutereil upon, the older granting the 
loan and is signed, marked or sealed by each of them or his agent 
duly authorised in this behalf and by the officer making the order, 
that statement shall be conclusive evidence of the? portion of that 
amount which as among themselves each of those persons is bound 
to contribute. 



[^Hxtractsfro / the Notification of the Government of Bengal^ 
dated the 23rd 3l(irch, 1909,“] 


Kules tndee the Land Impegvement Loans Act, 19 of 1883. 

In exercise of the power conferred by section 10 of the Land Im¬ 
provement Loans Act, 1883, the Lieuteiiaiit-(/overnor is pleased to 
make the following rules for Bengal (including the district of Sambal- 
jjur) as to the gmnt of loans under the Act. 

1. (1) Subject to tlie provisions of these rules, and provided that 

^ district allotment is not exceeded without the 

rowers of sanctiion. 

sanction of the Commissioner of the Division, 
Sub-divisional Officers, and also Deputy CotlectA>rs specially empowered 
by the Collector with the approval of the Commissioner, may sanc¬ 
tion loans of sums not exceeding rupees 500 in each case, and the 
Collector may sanction loans up to rupees 1,000 in each case, for 
purfioses specified in the Act. 

(£) Any loan exceeding rupees 1,000 shall require the sanction of 
the Commissioner, and exceeding rupees 5,000, the sanction of the 
Boaid; and the Commissioner or the Board, as the case may be, may 
call for such detailed plans and estimates, or for such professional 
opinion, as may seem necessary, before sanctioning any such loan. 

Applications for loans may bo presented to the Collector, or 
Application to whom aiiv other Revenue Officer, not below the mnk 
to bo made. ^ Kaunngo, authoriseil in this behalf by the 

Collector. 

3. (1) Applk^ation may be made orally or in writing. 

* ■)«■ * 

4. (1) A Revenue Officer receiving an application unrler rule 2 

T , . shall either make a local enquire’ himself, or 

Local enquiry. ^ " 

cause one to be made by another lleveiiue Officer 
not below the rank of a Kanungo, or by some reliable non-official 
14 






Submission of appli- 
tion with r(‘port of 
local enqnify. 
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mentioned on the reverse of Form A.* 

(^) A Kanuiigo shall be so employed only when a orazetted otReer 
is not available. 

5. If the lleveniie Officer is not enipo\vered by rule 1 to sanction 
the loan, he shall transmit the application with 
his rei>ort to the Collector or to the officer who 
ordered the enquiry, as the case may be, provided 

that, if the I'eceiving or enquiring officer is subordinate to a Sub- 
divisional Officer, he shall submit it to the Sub-divisional Officer, 

6. The Local Government may, by gene ml or special order em- 
Delegation of fane POwer any person to perform all or any of the 

tioiiH. functions of a Collector or of a Revenue Officer 

referred to in rules 2, 4 ancT 5. 

7. In deciding wh(?ther the>f.H?urity offered is sufficient, the officer 

dealing with the apjdieation shall be guided by 
Security. following principles : — 

(i) Where the amoimt of the loan does nob exceed three-fom*ths 
of the value of the applicant's tmnsfei-able interest in 
the land, after the improvement has been made, no col¬ 
lateral security need be required. 


♦ I.—Mahal, fioH number, area of land to be improved. 

XI.—Btatua of applicant, i.e., proprietor Oi' tenant. If a tenant, and tiio landlord's 
consent is required, whether the landlord objects. 

III. —Security— 

(i) If the land itself, the nature and value of the applicant’s interest 

in it, and tlie nature and extent of encumbrances, if any. 

(ii) If personal, the names and status of the co-sui‘eties. out 

(iii) If property other than the land itself, its nature, value, and nature 

and extent of pre-existing encumbrances, if any. 

IV. —The Iinpi oven)ent— 

(i) Its estimated utility and value. 

(ii) Objections, if any, of third parties. 

(hi) Probable date on which it will begin to yield profit. 

V.—Repayment— 

(i) triuitable date for first instalment, with reference to clause IV (iii). 

(ii) Pi'oposed instalments and period of repayment. 

VI.—Date on whicli the loan or any instahneut t hereof should bo received by the 
ax)plicaT..t, 
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(ii) Where the applicant's interest in the land is not sufficient 

of itself to gnai-antee the repayment of the loan, further 
security shall be reejuired, Avhkdi may consist of transfer¬ 
able interests lu other lands belonging; to the applicant^ 
or to the other persons willing to become his sureties, or 
of personal security. 

(iii) Where a body of^tive or more C 0 '\Tliagei*s bind themselves 

jointly and severally as eonternplated in section V) of 
the Act, their personal security will generally bo siifli- 
cicut, and such officer may, if empowereil by rule 1, at 
his discretion advance on such secunty an amount not 
exceeding five times the annual assessment of the land 
hehl by such villagers. 

8. If the proposed improvement falls within section 4, sub¬ 

section (:i), of the Act, ami if the security offered 
Vrocecluro. • i i • i ^ 

IS good and sufiicient, the officer dealing with 

the ap))Iication, or the Collector, wlien the application and report have 

been transmitted to him under rule 5, may, on conipletion of the loc^al 

enquiry, sanction tlie loan himself, if he has power by rule I to do so; 

otherwise, the Collector shall forvard ilie application, with his report 

tliereon, to the Commissioner for disposal. 

9. Where the Revenue Officer, other than the Collector, has 
Diiibiirseiuent of l>ower under rule 1 to sanction the loan applied 

louiii on the spot. may, as sooia as the local enquiry is com¬ 

pleted, and the particulars mentioned on the reverao of Form A are 
filled in, take the security required by rule 11, sanction the loan, and, 
if so (losiied by the aiqjlicant, clisburae it on the s])ot. Loans, 
or instalinents of loans, sanctioned by the Collector or any higher 
authority may he disbursed in the village by Sub-divisional Officers 
and Deputy Collector empowered under rule 1, and by any reliable 
non-official agency, where available. 

Provided that disbursement on the spot may not in any ease 
exceed rupees 500 for a single item: 

Provided also that, when any loan is payable in more than one 
instalment, the second or any subsequent instalment shall not be 
jmssed for payment ]»y the sanctioning officer until he has had an 
enquiry made locally and satisfied himself that satisfactory progress 
is being made with the work for which the loan was sanctioned. 

^ ^ ^ 





grant op mans ANB advances to AGUICL'LTmaS'As. 


fl) In 


%L 


Closure of loan, on 
fnilure to take instal¬ 
ment due. 


the ease of a loan g^ranted by instalment.^, if the 
applicant, after taking one or more instalments, 
fails to take any other instalment within six 
weeks from the date on whicri lie is entitled to it, the Collector may 
declare the loan closed. 

(2) The total of the instalments taken by the applicant shall 
then eoiistitiito the loan, which shall be treated as having been fully 
paid on the date on which the last insialnient was actually taken; and 
a fresli arrangement for repayment shall be made by the Collector, 
consistent with rules 17 and 18. * * * 

14. (L) The ordinary rate of interest on loans shall be one 

anna in the rupee, or 6^ |>€r cent. })er 

Interest on loans. 

annum. 

(2) The Local Government may, for S}x^cial reasons, and on special 
apidicc tion through the Board of lie venue, sanction a loan at a lower 
rate of interest, or without interest. 

(»1) If any instalment of principal or of interest, or of consolidated 
princi})al and interest, is not ])aid when it falls due, the Collector shall 
charge inteiest on it at thi per cent, per annum, from the date of its 
falling due to the date of payment: 

Provided that, whenever the Collector is satisfied that the default 
is due to inability to pay, and that the levy of such interest would be 
productive of hardship, he may, with the sanction of the Commissioner, 
reduce or remit it. 

(4) In charging penal interest on ovei'due instalments not sus¬ 
pended under rule 20, the same period of 15 days’ gmee sliall be 
allowed as in the case of payments of cesses, and thereafter interest 
shall be charged on the total of the overdue instalment at the same 
rate as the interest on the loan. 

15. (1) Interest shall be levied for the period intervening 

Interest for interven. between t,he date of the completion of the loan 
m" period. ^in cases in w'hich loans are granted in one pay'- 

ment), or between the dates of the ])ayment of the instalments (in cases 
in w’’hich loivns are gi*anted in iustalinents), and the date from which 
the first inst>alment of into rest, consolidalcd with the first instalment 

of the principal, becomes payable. 

(2) The interest leviable in such eases shall be demanded in a lump 
sum on the date on which the first consolidated instalment of principal 
and interest is made payable. 
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16. (1) The re-payment of the loan shall be made in acooiilance 

Table of repayment. Equated Re2>ayments of Takavi 

Loans, preimred by the Accountant-General, 
Benjral, similar to the annexed Form F, which shows the amounts of 
equal yearly jjayments neees,sary to repay a loan iidvanced with 
interest at 6} per cent, per annum for any number of yearn from one 
to twenty. 

(2) When the instalments are payable luilf-yearly, the sum to bo 
paid each half-year shall be half the sum shown in the said Table for 
a yearly instalment. 

17. (1) Repayment shall be by yearly or half-yearly instal¬ 
ments. 

(^) Tlie date of the fii-st instalment shall be the time when profit 

Eopayme.it by rastal. to accrue, but slmll in no case be later 

merits; date of iir.st than two and a half years from the date of the 
instalment. j i i i i 

actual advance of the loan, or, when the loan is 

advanced in instalments, from the date of the advance of the last 

instalment actually paid. 

18. The date of the last instalment shall not ordinarily be later 

Date of last instal- ‘he actual 

ment, and principle advance of the loan, or, when the loan is advanced 

cn which instalmcnta ••i.i i o .1 t. 

fihoaid be fixed. mstaJments, from the date of the advance of 

the last instalment actually paid, the amount 
of the instalments beinj^r fixed, in cases in which such a principle is 
applicable, with reference to the annual profit expected to accrue from 
the improvement: Provided that the whole amount of the loan shall 
in all eases be repaid before expiry of the i)eri<xl for which the im¬ 
provement is likely to be effective. 


20. (1) The realization of instalments or of interest may be 

Suspension of instal- sus])ended by the Collector on proof of failure of 
crops from causes beyond the borrower's control, 
or of other exceptional calamity renderinj^ the payment of instalments 
unduly burdensome to him. 

(2) The Collector shall report every such suspension to the Com¬ 
missioner, who'shall pass such onlers on the case as may seem proi)er. 

No interest shall be chari^ed for the paviod of suspension. The 
total amount to be repaid shall remain the same as before. 
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(4) The power of sii.spen.siou of payments of iustalnieuts or of 
interest on loans Avhich is conferred on the Colleetor by clause (1) of 
this rule may be exercised to the extent of Rs. 1,000 in any one case. 

(o) Notwithstanding^ anything contained in clause (4) of this rule, 
in ail cases where susjXiiision of revenue or rent has been |j^ranted on 
a lar|>o scale over a wide area, a 8iis[>ension of payment of instalments 
due during the jx^riod for which suspension of revenue or rent lias been 
granted, shall be made by the Collector without reference to any higher 
authority, and the effect of such suspensioti shall be to p:‘st[>one for 
one instalment )>eriod at a time the jiaymeut of all remaining instal¬ 
ments due on the loan. 


21. (1) The Collector shall, in no case without reference to the 

Comnus.sioner, remit repayment of a loan; and ho 
Homi«sion of loan. , . . . . , 

may recommend remission only in cases wfiere a 
work fails from causes beyond the borrower’s control, and where 
recovery of tlie loan in full would occasion serious hardship, 

(2) Remission may be sanctioneil by the Comniissioner up to the 
amount of loan a Collector may sanction, and by tlie Roanl up to the 
amount a Commissioner may sanction. Tjarger remissions require 
the sanction of the Local (Tovernmeut. 


X- * * 

(1) If at any time it k proved to the satisfaction of the 
Mi«appiicatu.u of »’Hecfcor that any part of a loau has been 

loan. misapplied, he may, after recording in writing 

the grounds of his decision, and subject to the froutwil of the superior 
llevetme Anthoritic-s, proceed to recover the wliole amount of the loan 
with such interest as may have become duo thereon. 

(i) Before determining to take action under clause (1) of this rule, 
the Collector shall take into consideration the expense of supervision, 
even when that may have been supplied by the debtor himself. 


SUPPLKMKXT VUY RL'LK.S HAVING EKKHCT ONLY IN 't I.-UPORAlllLY 
.SEri’LKD EsTATEvS. 

2.5. AVheu land is reclaimed from waste and brought under 

„ , , cultivation by means of a loan grantetl under the 

Keclaruntion of i t* • i x* v 

wasteland. Vct, the increase in value derived from the 

improvement shall not be t.tken into account in revising the assessment 
of land-revenue on the land, until after the expiration of a period of 


^WST/fy 
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three years, reckoned from (he beginning* of the harvest, first reaped 
after such reclamation was effected. 

2(h When land assessed at unirrig*a.ted rates is improved by 
Impn^vemoiu by irrigation by means of a loan granted under the 
irrigatjoii. increase in value derived from the 

improvement shall not be taken into ac‘count in revising the assessment 
of land revenue on the land— 

(f<^) if the irrigation is provided by the construction of a new 
masonry well, until after the expiration of twenty 
years, reckoiuxl from the beginning of the harvest 
first imped after such imj)rovement Avas effected; 

(6) if the irrig-ation is provided by the construction of a 
distributary from a. canal, until after the expiration of 
a jieriod of live years, reckoned as in clause (a) of this 
rule directed; or, 

(c) if the irrigation is provided by any means other than those 
hereinbefore in clauses (V/) and (6) specified, until after 
the expiration of a period of ten years, reckoned as in 
danse (a) of this rule directed. 

27, (1) i‘or the purpose of earning out any irngation Avork 

Lonns combined protective Avork, sucli as a priA'ate tank or 
with free p-onta. embankmeut^- 

(ff) which is likely either to le&d iiltiinateiy to &ii iiicresse in the 
land revenue, or to be necessary to secure the laud 
revenue already assessed, and 

(i) which is beyond the eaj)aeity of the people, to be benefited 
tliereby, to carry out without assistance in niouev, 
loans may be grant<vl to a landowner, sufficient to i)ay for a i)ortion 
of the cost of tlio work, a free grant being made of tlie remainder of 
the cost, tlio proportion of the free grant to the total cost depending 
on the property of the applicant and the marginal profit from the 
work; 

Provided that, without the sanction of the Boanl of Revenue 
which shall only bo accoi-ded in si)ecial cases, the maximum amount 
of the free grant sliall not exceed lialf the said total cost, or Rs. 500, 
Avhichever may be less : 

Provided also that the work be carried out to the satisfaction of 
the Collector, 
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(2) Sliould the amount of any loan made iinder clause (1), or any 
part thereof^ be misapplied, or be spent otherwise than in accojxlance 
with the coalitions on which the loan was made, the whole amount 
of the loan shall be recoverable as arrears of land revenue under 
section 7 of the Act. 

(3) In dealing with loans and free grants under this rule, the 
procetlure prescribed in rules 1 to 23 shall, mutatu mutandis, be 
followed; 

Provided that the pa^mient of any such free giunt shall be deferred 
until the agreement in Form B has been registered by the giuntee 
under the Indian Eegistration Act, 1877. 

( I) Tlie amount of any free gi*ant made under this rule sliall not 
be included in the loan accounts, but shall l>e shown in a separate 
account, and debited to 43—Minor Works/^ 

Saving. 

28. Nothing in these rules shall be deemed to any power 

Loans in special Board of Ilevenue or the Local Govern- 

cases. ment to grant, in special cases, loans under the 

Act on terms other than those hereinbefore prescribed or to affect the 
terms of any special agreement under which any loan under the Act 
has been, or may hereafter be granted, or the terms of any unexpired 
settlement. 



Special Rules under the Land JMPRO^^^:MENT Loans Act, 19 
OP 1883, POR Tracts AEt’'ECTEi) by Distress. 


1. These rules shall have efPeet in such tracts as may, from 
time, to time be declared by the Local Govern¬ 
ment to be aifeeted by distress. 

2, (I) On the first warnings of distress, tlie Local Oovernment 
will call tij)on the Board of Revenue to submit 
estimates of suras required for advances under 

the I^and Improvement Loans Act, 1883, and will allot to each Division 
such amount as may, with reference to local conditions, and the district 
progiummes of village relief works, seem to be necessary. 


Application of rules. 


Allotment of fnnds. 


(^) Commissioners may divide the sums so allotted among the 
districts of their Divisions at their discretion, and may ti*ansfer 
assignments from one district to another ; but the total expenditure 
within the Division must be kept within the amount assigned. 

(3) If a Collector considers the allotment assigned to his district 
to be insufficient, he shall report tlie fact and his reipiirements to the 
Commissioner, who shall, if possible, arrange for a transfer from 
another district, or report the matter, through tlie Board of Revenue, 
to the Local Government for orders. 

3. (1) In distressed areas, loans may be made for land improve- 

Loans combinea ments which will afford employment to the poor, 
with free grnnts. assistance of free grants-iii-aid from 

famine funds. 


(2) The genei-al proportion of the free grant-in-aid to the total 
expenditure will be fixed for each Division b}^ the Local Government. 

(3) The proportion in individual cases or classes of eases 
shall be fixed by the Collector, but the previous sanction of the 
Commissioner must be obtained if that proportion varies by more 
than 25 per cent, from the average proportion fixed for the Division. 

(4) Should the amount of any loan made under this rule, or any 
imrt thereof, be mis-applied, or spent otherwise than in accordanee 
with the conditions on whicji the loan ^vas made, the whole amount 
of the loan shall be recoverable as arrears of land revenue under st?etion 
7 of the Act. 
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Powers of sanction. 


I. (1) Subject to^the provisions of these rules, and provided that 
the district allotment is not exceeded, Sub-divisional 
Officers and Famine Relief Charge Superiuleii- 
dents, and also Dep\ity Collectors specially empowered by the Collector 
with the approAal of the Cominissioiu^r of the Division, may sanction 
loans (including free grants-in-aid at the proportion fixed under rule 3) 
not exceeding lis. 1,000 in (^ach case, and the Collector may sanction 
Bucli loans up to Rs. 5,000 in each ease. 

(2) Loans exceeding Rs. 5,000 shall recpiirc the sanction of the 
Commissioner, and loans exceeding Rs. 10,000 the sanction of the 
Board ; and the Commissioner or the Bonn], as the case may bo, may 
call for sueli detailed plans and estimates, or for such professional 
opinion on the project ])r()|K)sfHl, as may seem necessary before 
sanctioning any such loans. 

5. (1) Applications for loans may be made orally or in writing 

to tlie Famine Relief Circle Officer or Charge 
Superintendent, or to any Revenue Officer not 
below the rank of a Kaniingo. 


Applicntions for loaua. 




(I) 

Local enquiry. 


An officer iT^cciving an application under rule 5 shall 
either make a local enquiry himself, or cause one 
to be made by a Famine Relief Officer not below 
the i*ank of a Circle Officer, or by a Revenue Officer not below the 
rank of a Kanungo, or by some reliable non-official agency if 
available, for the purpose of ascertaining the particulars mentioned on 
the reverse of Form D. * 


* 1.- Malittl, field nnmber, nren of land on which work is to be executed, 

IL—Status of applicant, whether proprietor or tenant. If a tenant, and the 

land hohlcr’s consent is required, whether the landlord objects. 

III. —Seeunty— 

(1) If the land itself, or the land itself, toj^ether with any other land bclontfin^f to 
the applicant,—the ralne of the applicant’s interest in such land or lands, and the 
nature and extent of encnmbi’ances, if any. 

(2) If personal, — the namea and status of the co-sureties. 

(^) If land hypothecn-ted by collateral surety, — its nature and value, and the 
nature And extent of pre-existing encumbrances, if any. 

IV. - -The won:— 

(1) Its ostimated utility and value. 

(2) Objections, if any, of third parties. 

V. • Dates on which the ins. alTuents of the loan should he received by the applicant. 
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(2) A Kauiiiigo or a Circlu Olfieer shall be 
when a gazetted ohicer h not available. 



15 


employed only 


SubmiM3i<»iv of appli¬ 
cation witii rfciport of 
local eiiijuiry. 


7. It the Famine Relief Oftieer or the Revenue Oliicer 

is not cin[x>\vered by rule 4 to sanction the 
loan, he shall transmit the application with his 
re|x>rt to the Collector or the officer 

who oalered the enquiry, as the cov^e may be, provided 
that, if the receiving or enquiring officer is subordinate 

to a Famine Relief Charge Superintcndoit, or to a Sul> 

divisional Officer, he shall submit the aj>plieation to his ininmliate 
superior. 

8. In deciding vvhether the security oifered i.s sufficient, the officer 
dealing with the apidicatioii shall be guided by 
tiie following principles : — 




(i) Where the amount of the loan does not exceed three-fourths 

of the value of the ap^dicant’s transferable interest in 
the land after the iiiiprovenient h been made, no 
collateral security need be required. 

(ii) Where the applicant’s interest in the land is not sufficient 

of itself to guarantee the re-payment of the loan, 
further security shall be required,which may consist of 
transferable interests in other lands belonging to the 
apjdicant or to other j>crHons willing to become his 
sureties, or of jiersonal security. 

(iii) Where a body of five or more co-villagers bind themselves 

jointly and severally as contemplated in section 9 of 
the Act, their personal security will generally be 
.sufficient; and such officer may, if emjKjwered bv rule 
4, at his discretion advance on such security an amount 
not exceeding five times the annual assessment of the 
land held by ^ ich villagers. 


9. (1) Where any aiqdication submitted refers to a project 

already entered in the district programme of 
aerveci in dcterininiug’ tillage relief-wolks, the information given in the 
vanced'°^"'^ ^ programme and in any plans tiial may have been 
prepared for the work, may be referred to iu 
dealing with such a|)|dication. 




Vrocodiiro. 
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(^) In cleto-miiiing the amount of the loan in such cases, tlm 
officer dealing with the application shall follow the estimates of cost of 
the wwks as given in the said programme. For other w'orks the rate 
shall not exceed the onlinary local rate by more than .*^0 per cent. 

10. If the proposed work be approved by the enquinng ofiicer, 
and if the security offered be good and siiflieient, 
he may, on eom])letion of the local enquiry, 

sanction the loan himself if empowered by rule 4? to do so ; otherwise, 
he shall forwaixl the application with his report for ordei'S under 
rule 7. 

11. If the loan is sanctioned in the village by an officer other 
Diebureomontofioanx than the Collector, tlie sanctioning officer, after 

ou the «pot. filling in the particulars nientioiu^d on the reverse 

of Form D* and taking the security recpiired by rule Id may, if 
so desired by the applicant, disburse the loan on the spot. Loans or 
instalments of loans sanctioiuHl by the Collector or any higher 
authority may also bedisbui-sed in the village by Sub-divisional Officers 
and Famiiio Relief Charge vSu 2 )erintendouts, and by Deputy Collectors 
empowered under rule \, and by any' reliable non-official agency, 
where available; 

Provided that, wdien any loan is payable in more than one instal¬ 
ments, the second or any subsequent instalment shall not be j)aid by 
the disbursing officer, except as pro\ddcd in rule 1(5. 

15. Interest shall be charged at one anna per rupee, or 6 i per 

cent. iKT annum, except in the case of a mis- 
Intcrest. application of the loan, when interest shall be 

charged at double the above lute, as provided for in rules 2*2 and 23. 

16. Loans shall oiYlinarily he given in three instalnuiits, viz., 
two-frfths before tbe w^ork ha.s been commenced, 


Fftynunt of Loans 

b7 instalments. two-lifths whcu it is approximately lialf finished, 

and one-tifth when it has been jrasswl as completed after due inspection. 
17.(1) llciKiynient sliall l)e made by yearly or half-yearly instillments. 

(2) The date of the first instalnnoit sliall be the time when 
profit begins to accrue, but shall in no case be 
t^srrdato ofTni later tlian two-and-a-half yeai-s from the date of 
Bwlment. actual advance of the loan, or, when the 


• Sec foot ndtO on p. 114. 
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Datcf of last iuslal- 
mfinfc, unci princif)lc 
on which iiistalmcni-s 
should be iixed. 


loan is advanced in instalincuts, from the date of tlie advance of the 
last instalment actually taken. 

18. The date of tlie payment of the la.st instalment shall not 
ordinarily he later than twenty years from the 
(late of th#' actual advance of the loan ; or, when 
the loan is advanced in instalments, from the 
date of tlie a^lvanee of tlie last instalment 

actually taken, the amount of the instalments ]>eing* lixtxl, in cases 
in which such a principle is ap])licable, with reference to the annual 
profit expected to accrue from the improvement; 

th'ovided that the \vh()le ainoiiiit of the Joan, or such portion of it 
as will be recovered, shall in all eases be roj)aid before the ex]>iry 
of the period for whieli the improvement i.s likely to bo effective. 

19. (1) In the ease of a loan granted by instalments, if the 

C!,«uro of loan on a])plicaiil, after takinj? one or more inatalments, 
failure to taVo iustuN fails to take auv other instalment within six 
weeks from the date on which he is entitled to 
it, the Collector may declare tlie loan closed. 

(ii) The total of the instalments taken by the applicant shall then 
constitute the loan, which shall be treated as having* l)een fully paid 
on the date on which the la.st instalment was actually taken ; and 
a fresh arrangement for rejxiyment shall be made by the Collector 
consistent with rules 17 and 18. * * * 

20. (1) riie realization of instalments or of interest may' be 
Snspensioii of instab suspended, by the Older, and at the di.scret ion, of 

ments^orof interest. Collector, Oil proof of failure of crops from 

causes beyond the borrower’s control, or of other exceptional calamity 
rendering the payment of instalments unduly burdensome to him. 

(2) The Collector shall re|x>rt every such susjiension to the 
Cornmis.sioner, who sliall ])ass such ordei-s on the case as may seem 
proper. 

(3) No interest shall be char^etl for the period of sus|>eDsion. 
The total amount to be repaid shall remain the same as before, 

(T) 'I’he power of suspension of pavment.s of instalments, which • 
is conferred on the Collector by clause (1) of this mlc, may be exor¬ 
cised to the extent of Rs. 5,000 iu any one Case. 
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iu tlio case of mis¬ 
application of loan, or 
of diKCOVcry of un¬ 
truth of Htatemonts 
mode by applicant or 
his sureties. 


(5) Notwithstandiag* anythiag* eontaiiied in elaiise (4) of this 
rule, iu all cases wliere sus[)ensioii of revenue or rent has been granted 
on a large scale over a wide area, a suspension of payment of instal¬ 
ments due during the period for which susponsiori of revenue or rent 
has been granted, sliall be made by the Collector without reference 
to any liigher authority, and the elfect of such suspension shall be 
to postpone for one instalment i)eriocl at a time the ])aynu‘nt of all 
remaining instalments due on the loan. 

22. (1) If at any time it is proved to the satisfaction of the 
Interest to be luvicil Collector that any }>art of a loan has been 

misapplied, or that it is not being spent on 
the work fur which it was intendtKl, or that 
the statements made by the api)licant in his 
application for the loan*** or by his sureties in 
their bond proffering collateral security, as to the nature and extent of 
the encumbrances on the immovable properly })ledgod as security 
for the ropavment of the loan, are in any particular untrue, the 
ColliMitor may, after recoixling in writing the grounds of his decision, 
and subject to the control of the superior Hevemie Authorities, 
proceed to recover the whole amount of the loan, with such 
interest as may have become due thereon at the rale of 12 i per cent, 
per annum, from the date ou which the loan was made to the date of 
recovery. 

(2) Before determining to take’ action under clause (1) of this 
rule, the Collector shall take into consideration the expense of 
supervision, even when that may have been supplitxl by the debtor 
himself. 

23. (1) In the eircum.^tance.s described in rule 22, interest shall 

Jntero«t. fo. interv^^n- l>e leviocl at lU per Cent, per annum for the 

ingperiotl. period intervening between the date of the 

completion of the loan (in cases in which loans an^ granted in one 
payment), or between the dates of the payment of the instalments (in 
cases in which loans are granted in instalments), and the date from 
which the fii*st iiistulment of interest, consolidated with the first instal¬ 
ment of the principal, becomes payabhj. 

(2) The interest levialde in such cases shall be demanded in a 
lump sum on the date on which the first consolidated instalment of 
principal and interest is made payable. 





OV tOANS AND ADVAN( ES 


TO ACKItTLTX’BlSTS. 



24. If the work for which a loan U made is carried out to the 
Fomi of rcmiBsion of satisfaction of the Collector, and in accordance 
partoflonn. conditions imposed by these rules, and 

if it is necessary to grant some remission, it shall take the form of a 
remission of land revenue. The loan with interest shall onlinarily be 
recoveretl. 
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llt l-KS rNOKli TIIK AcmiCUI.TfEISTs’ LOANS AcT, 12 ov 1884. 

]. The Collector may sanction loans of sums iioi excc(’din^ 
Powtir to «nnotion 700 in each Case. Sub-divisional Officers, and 

any T)e[mty Collector who may lx? specially 
empowered in this behalf by the Collector with the approval of the 
Commiss’oner may sanction loans not exceed!In^ Rs. 250. Loans 
exceeding Rs. 700 shall require the sanction of the Commissioner, and 
loans exceeding Ks, 5,000, the sanction of the Board. The district 
allotment may not be exceeded without the sanction of tlie Com¬ 
missioner. 

2, Applications for loans may be presented to the Collector or to 

Applic*itio 7 i to whom Other Revenue Oflicor not below the lank 

to be inude. ^ Kaiuuigo authorised in this behalf by the 

Collector. 

3, (i) Apjjlications may bo made orally or in writing*. 

* * 

4, (i) A Revenue Officer receiving an application under rule 

, , . 2 shall either make a local enquirv himself or 

Local enquirv. x .< 

cjiuse one to be made by another Revenue Officer 
not below the rank of a Kanungo or by some reliable non-official 
agency, if available, for the purpose of ascertaining the particulai*s 
mentioned on the reverse of Form A.* 


* I. — Field nniiiber, nn.d area of land owned or ocewpiod by applicant, and Malml 
in which it is sitnatod. 

11.— Status of applicant, that is, wlicther proprietor or tenant. 

IT I. —Security— 

(i) H an interest of tho applicant in ijutnovable pi*operty, the nature and 
value of that interest, and tho nature and extent of i.)re*eTisting 
oncumbmnees thereon, if any. 

(ii) Where sureties offer personal security, their nnniber, names, residence, 

statns and moans. 

(iii) Tf propei-ty other than tho land itself, its natnro and value, and natnro 

and extent of encumbrances, if any, 

I V. — Ilepayment — 

(i) Suitable date for first instalment, with reference to the circtunRcances 

under which the loan is applied for. 

(ii) Proposc^d instalments and period of repayment. 

V. —Date on which the loan or any instalment thereof should be received by the 

applicant. 
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Seotu'ity. 


(ii) A Kanungo shall be so employal only when a gazetttx.1 oflieer 
18 not available. 

6. If any Revenue Officer is not emjxiwered by rule 1 to sanction 

the loan, he shall transmit the application with 
Sabmiaeion of appli- ^ 

cation with report of his report to the Collector, or to the officer w^ho 

local enquiry. ordered the enquiiy, as the case may be, provided 

that, if the receiving or enquiring officer is subordinate to a Sub-divi¬ 
sional Officer he shall submit it to the Sub-divisional Officer. 

6. The Local Government may, b}’' general or special order, 
Delegation of func- empower any person to perform all or any of 

the functions of a Collector or of a Revenue Officer 
referred to in rules 2, 4 and 5. 

7. (1) When the applicant possesses an interest in immovable 
property of value sufficient to secure the whole 
amount that may become payable in respect of 

the loan, he shall mortgage that interest, or a sufficient portion 
thereof, to the Government as security for (he payment of that 
amount, and no further security need be required from him. 

(ii) When the applicant does not possess an interest in immovable 
property of such value as aforesaid, he shall procure some person or 
persons to become his surety or sureties for the payment of the said 
amount. 

(iii) W'hen the sureties are a baly of village residents who bind 

themselves jointly and severally to the Government for (he payment 
of the said amount, their personal security may be acceptecl, provided 
that (he sureties have executed a bond * * * In 

other cases, the security given by the surety or sureties shall consist 
of the mortgage of immovable property. 

(iv) The Collector must in every case satisfy himself that the 
security offered in whatever form it is given, is sufficient to guarantee 
the repayment of the loans, and when he is of opinion that security 
other than land is sufficient, such security may be accepted. 

8. If the loan applied for is one that can be giantwl under the 
provisions of section 4, sub-section (1), of the Act, 
and if tlie security offered is good and sufficient, 

the officer dealing with the application or the Collector, when the 
application and re[>ort have Ix'cn transmitted to him under rule 5, 
may, on comY>]etiou of the local enquiry, sanction the loan himself, if 
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empowered by rule 1 to do so; otherwise the Collector shall forward the 
application, with iiis report thereon, to the ComnrtisBioner for disposal. 

9. When the Revenue OfTieer, rather than the Collector^ has 
Difibiirflemenfc of loans power under rule 1 to saiiction the loan apidied 
on the spot. i^ay, as soon as the local enquiry is com¬ 

pleted and the particulars mentioned on the leverse of Form A* are 
filled in, tahe the security required by rule 11, sanction the loan, and, 
if so desired by the applicant, disburse it on the spot. Loans or 
instalments of loans sanctioned by the Collector, or any higher 
authority may be disbursed in the village by Sub-(li\nisioiial officers and 
Deputy ColltKitors empowered under rule 1, and by any reliable noii- 
otiieial agency, where available: 

Provided that disbursement on the spot may not in any ease exceccl 
Rs. 500 for a single item : 

Provided also that, when any loan is payable in mure than one 
instalment, the second or any subsequent instalment shall not be 
passed for payment by the sanctioning otHcer until he has had an 
enquiry made locally and satisfied himself that satisfactory progress 
is being made with the work for which the loan was sanctioned. 

12. A copy of the onler granting the loan shall be given to the 
Payment; whore to be ajiplicant, and. Oil presentation thereof, jiayment 
of the loan or of any instalment of the loan may 
1)6 made to him either at the di.strict or the sub-divi.-^^ional Treasury, or 
on the spot under rule 9. 

18. (i) 111 the case of a loan gi*anted by instalments, if the 

, applicant, after taking one or more instalments, 

failnro to take instaL fails to take any other instalment within six 
meiit dne. weeks from the date on which he is entitled to it, 

the Collector may declare tlie loan closed, 

(ii) The total of the instalments taken by the applicant shall 
then constitute the loan, which shall be treated as having been fully 
paid on the date on which the last instalment w^as actually taken; and 
a fresh arrangement for repayment sliall be made by the Collector, 
consistent with mles 17 and 18. * * * 

14. (i) The ordinary rate of interest on loans shall l>e 

one anna on the rupee, or per cent, per 


Interest on loans. 


annum. 


* See foot note on p. 120. 
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(ii) The Local G-overmnent may, for special reasons, and on special 
application through the .13oard of Revenue, sanction a loan at a loner 
rate of interest or without interest. 


(iii) If any instalment of i)rineipal or of interest, or of consoli¬ 
dated principal and interest, is not paid when it falls due, the Collector 
shall charge interest on it at 6^ i)er cent, per annum from the date of 
its falling due to the date of payment: 

Provided that, whenever the Collector is satisliwl that the default 
is due to inability to pay, and that the levy of such interest would bo 
productive of hardship, ho may, with the sanction of the Commissioner, 
reduce or remit it. 

(iv) In charging [renal interest on overdue instalment not sus¬ 
pended under rule ^0, the same ireriod of 15 days’grace shall be 
allowed as in the ca.se of payments of cesses, and thereafter interest 
sliall be charged on the total of the overdue instalment at the sjinie 
rate as the interest on the loan. 


15. (i) Interest shall be levied for the period intervening between 

laterest tor interveu- tlie date of the completion of the loan (in cases 
ing period. which loans are granted in one payment), or 

between the dates of tlie payment of the instalments (in eases in which 
loans are granted in instalments), and the date from which the first 
instalment of interest, consolidated with the first instalment of the 
principal, becomes payable. 


(ii) T'he interest leviable in such cases shall be demanded in a 
lump sum on the date on which tlie first consolidated instalment of 
principal and interest is made payable. 


16. (i) The repayment of the loan shall be made in accordance 

with the Table of Equated Repayments of Ta^avi 
Table of ropayunent. ])repared by the Accountant-General, Ben¬ 

gal, similar to the annexed Form 1'^ which shows the amounts of 
equal yearly jiayments necessary to repay a loan a<lvanced with interest 
at hi per cent, per annum for any number of years from one to 
twenty. 


(ii) When the instulnients are [myablo lialf-yearly, the sums to 
be paid each half year shall be half the sum shown in the said Table 
for a yearly instalment. 
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17. Repayment r'^hall be by equated yearly or half-yearly instal- 

,, . . , ments, tlie date of the first instalments beinff 

llopayment by matal- ’ ^ 

meuts ; (tato of lirst later than one year from the date of the acitiial 
instainiont. advance of the loan, or^ when the loan is ad- 

venced in instalments, from the date of the advance of the last instal¬ 
ment actually paid. 

18. The date of the last instalment shall not be later than five 
years from the date of the actual advance of the 
loan, or, when the loan is advanced in instal¬ 
ments, ten years from the date of the advance of the last instalment 
actually paid. 

19. The dates for payment of mstalmeuts (annual or half yearly) 
shall be fixed by the Collector, with the sanction of 
the Commissioner, for each thana of his district, 

with reference to the season when rei>ayment can most easily bo made. 


Date of last instalniont. 


Date of repaymoiita 
of loans. 


JtCuBplanation ,—The season at wliicb repayment can most easily be made will 
ordinarily be the time when crops grown for sale are takea to market. In jute 
dielricta, for instance, it would probably be best to provide for repayment by one 
annual instalment in Septombor, when the jnte crop ia sold, oxcept in cases where 
the borrower liimsolF prefers to pay in two yearly instahiyents. 


20. (i) The realisation of instalmenis or of interest may be 

suspendefl by the Collector on proof of failure 
Suaponsion of instal- . - i ^ i i » 

merits or of inUjrost. of Crops from causes beyond the borrower s con¬ 
trol, or of other exceptional calamity rendering the payment of 
the instalments unduly burdensome to him. 


(ii) The Collector shall re]X)rt every such suspension to the Com¬ 
missioner, who shall pass siicli orders on the case as may seem 
proper. 

(iii) No interest shall be charged for the i)eriod of suspension; 
the total amount to be rei^id shall remain tire same as before. 

(iv) The power of suspension of payments of instalments or of 
interest on loans, which is conferred on the Collector by clause (i) of this 
rule, may be exercised to the extent of Rs. 700 in any one case. 

(v) Notwithstanding anything contained in clause (iv) of this 
rule, in all causes where susj)eusioii of revenue or rent has been granted 
on a large scale over a mde area, a suspension of payment of instal¬ 
ments duo during the [K'riovl for which su.sp'nsion of revenue or rent 
has been granted, shall be made by the Collector without reference to 
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any higher authority; and the effect of such suspension shall be to 
postpone, for one instalment perial at a time, the payment of all re¬ 
maining instalments due on the loan. 

21. (i) The Collector shall, in no case, without reference to the 
Commissioner, remit reimyment of a loan; and 
he may recommend remission only in cases where 

the recovery of the loan in full would occasion serious hardship. 

(ii) Remission may be sanctioned by the Commissioner up to 
the amount of loan a Collector may sanction, and by the Board up 
to the amount a Commissioner may sanction. Larger remissions 
shall, in all cases, require the sanction of the Local Government. 

22. (i) If, at any time, it is proved to the satisfaction of the 
Collector that any part of a loan has been 
misa})pHed, he may, after recording in writing 

the grounds of his decision, and subject to the control of the superior 
Revenue authorities, ])roceed to recover the whole amount of the loan, 
^vith such interest and costs (if any) as may be payable in respect 
thereof. 

(ii) Before determining to take action under clause (i) of this 
rule, the Collector shall take into consideration the expense of super¬ 
vision, even when that may have been su})plied by the debtor himself. 


Misapplication of loan. 



FORM JP. 

(See Rule 16, p. 123.) 

Taile shoicing rejgayment of Loam nnd^r the Land Im-^rovement Loans Act^ 1883, Interest 6^ per cent, 

gjer annum: period of grace years. 

Equated ye ably payments. 


Amonnt 




Years. 

of Loan. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

! 10 

Ra. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. A. 

Rs. A. 

Rs. 

A. 

Rs. 

A. 

50 

58 


30 

0 

20 

9 

15 

14 

IS 

2 

11 

4 

9 14 

8 15 

8 

2 

7 

9 

100 

116 

7 

60 

0 

41 

3 

31 

13 

26 

3 

22 

7 

19 33 

17 13 

16 

4 

15 

1 

200 

232 

13 

119 15 

82 

6 

63 

10 

52 

6 

44 

15 

39 10 

35 10 

32 

9 

30 

2 

SOO 

349 

4 

179 15 

123 

9 

95 

6 

78 

9 

67 

6 

69 6 

53 7 

48 

13 

45 

3 

400 

465 

11 

239 

14 

164 12 

127 

3 

104 

12 

89 

13 

79 3 

71 4 

66 

2 

60 

4 

500 

582 

1 

299 

14 

205 

15 

159 

0 

130 15 

112 

4 

99 0 

89 1 

81 

6 

75 

5 

600 

698 

8 

359 

13 

247 

1 

190 13 

157 

2 

134 

12 

118 13 

106 15 

97 

11 

90 

6 

700 

814 

1.6 

419 

13 

288 

4 

222 10 

183 

5 

157 

3 

138 10 

124 12 

113 15 

105 

7 

800 

931 

6 

479 

13 

329 

7 

254 

6 

209 

8 

179 10 

158 6 

142 9 

130 

4 

120 

8 

900 

1,047 

12 

639 

12 

370 10 

286 

3 

235 

11 

202 

2 

178 3 

160 6 

146 

8 

135 

9 

1,000 

1,164 

3 

599 

12 

411 

13 

318 

0 

261 

14 

224 

9 

198 0 

178 3 

162 

13 

150 

10 
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Amount 


Y EAES. 


of Loan. 

11 

12 

13 

1 

j 14 

15 

16 

17 

18 

19 

20 

Rs. 

Es. 

A. 

Hs. 

A. 

Rs. 

A. 

Es. 

A. 

R5?. 

A. 

Es. 

A. 

Rs. 

A. 

Rs. 

A. 

I 

* Rs. 

A. 

Rs. 

A. 

50 

7 

1 

6 

10 

6 

4 

5 

15 

5 

12 

5 

8 

5 

5 

5 

2 

5 

0 

4 

14 

100 

14 

1 

13 

4 

12 

9 

11 

15 

11 

7 

11 

0 

10 

10 

10 

5 

10 

0 

9 

12 

200 

28 

2 

26 

8 

25 

2 

23 

15 

22 

15 

22 

1 

21 

5 

20 

10 

20 

0 

19 

8 

300 

42 

3 

39 

12 

37 

11 

35 

14 

34 

6 

33 

1 

31 

15 

30 

15 

30 

1 

29 

4 

400 

56 

4 

53 

0 

50 

4 

47 

14 

45 

14 

44 

2 

42 

9 

41 

4 

40 

1 

39 

0 

500 

76 

5 

66 

4 

62 

13 

59 

13 

57 

5 

55 

2 

53 

3 

51 

9 

50 

1 

48 

12 

600 

84 

7 

79 

8 

75 

5 

71 

13 

68 

13 

66 

3 

63 

14 

61 

14 

60 

1 

58 

8 

700 

98 

ft 

92 

12 

87 

14 

83 

12 

80 

4 

77 

3 

74 

8 

72 

3 

70 

1 

68 

4 

800 

112 

9 

106 

0 

100 

7 

95 

12 

91 

12 

88 

4 

85 

2 

■ 82 

8 

80 

2 

78 

0 

900 

126 : 

10 

119* 

4 

113 

0 

107 

11 

103 

3 

99 

4 

95 

13 

92 

13 

90 

2 

87 

12 

1,000 

140 ; 

11 

132 

8 

125 

9 

119 

11 

114 

11 

110 


106 

7 

103 

2 

100 

2 

97 

8 


%L 


V 


GRAlSrr OF LOANS AND ADVANCES TO AGRICULTFRISTS. 






































<SL 


CHAPTER III. 

Belief of Indebted Agriculttjmsts. 

[JMracisfrom the Proceedings of the Governor GeneraVs Council, 
dated the 20th June, 1878i] 

.Bo:^ibay Indebted Agrtcultcjuists’ Relief Bill. 

The Hon'ble Mu. Cockeuell said that, the proposal to legislate on 
this subject was one of the results of the investigation conducted, and 
the reiiort made, hy the Deccan Riots Commission in regard to the 
very serious disturbances which took place in certain districts of the 
Bombay Presidency about three years ago. 

****** 

The investigation instituted by the Commission had elicited a 
mass of valuable information in reganl to the dealings l>etween the 
ryot and the money-lender, and as to the condition and circums¬ 
tances of the agricultural industry generally in the Deccan 
districts. The fact of the extreme indebtedness of a large section 
of tilt agriculturists in the districts in which the investigation 
was made liad been conclusively established: nor was this general 
state of debt, though it hiixl assumed much larger dimensions 
of late years, of recent origin ,* it had existed in some degree almost 
from the time of the conquest of the Deccan and its annexation 
to British territory. There had, however, been intervals of pros¬ 
perity: the sottlements of 18*36-37 recognized for the first time, 
or created, the agrieuliurisPs proprietary interest in his land, and this 
gave him a considerably enhanced credit \vdth the money-lender; then 
the construction of railways and public works, and the stimulus given 
to the cultivation of, and trade in, cotton throughout these districts 
by the American War, followed in succession, causing a free expendi¬ 
ture of money and consequent rise in the value of agrieultuial 
produce. This tide of prosperity beg^u to ebb after 1866-67, and 
by 1870 prices liad fallen, and an adverse state of things set in, which 
culminated in the disturliance? of 1875. The small ryoPs condition 
liad been rendered worse further by a marked increase of population 
without any corres|X)nding ex|>an8ion of the area under cultivation, 
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or the pi*ocluctlve capacity of the land; he had ako conti*acte<] habits 
of increased expenditure on personal comfort, which in his less 
prosperous circvimstances he was loath to foreg-o« 

As an illustration of the extent of indebtedness and hopeless 
embarrassment ^ hieh Innl been reached in the case of some of these 
ryots at the time of the outbreak, he (Mil. Cockerell) would quote 
some statistics furnished in the Commissioner's Report. The particu¬ 
lars in this respect of some twelve villages selected at random l)ad 
been recorded, showing an aggregate book-debt of nearly two lakhs 
of nipees, whilst the revenue assessment of the debloi*s^ lands 
amounted to about rupees 10,000, and their proprietary interest in 
the same was estimated to be equmilent to ten years’ revenue; so 
that the total debt in these villages was double the full value of the 
entire land belonging to tlie debtors. This would seem obviously to 
point to the conclusion that the consideration actually passt^d to the 
debtors in these must have been wholly disproportionate to the sum of 
their recorded obligations; for under no other hypothesis could the 
money-lending creditors carry on their business, where the value of 
the security was so much below the outstanding debts represented by 
it, without absolute ruin. 


This conclusion, as to the extreme disparity between the extent of 
the aoeommodaiion actually obtained by the borrower and his recorded 
obligation in respect of it, was fully corroborated by the. facts which 
had been recorded by a member of the Commission In regard to this 
qviestion. He (Mil. Cockerell) would cite a jmrticular case—an 
extreme one certainly, but one that had been brought to light in the 
course of the enquiry. A ryot h^^d borrowed rupees 10, and at the 
end of ten years from the date of the loan, his account with his 
creditor stood thus: he had paid rupees 110 and still owe<l rupees 
220. So that in the short space of ten )'ears, through the process of 
repeated renewal of bonds in which compound interest at high rates 
was added to it)e principal, liis debt had been made to mount up to 
thirty-three times the sum actually borrowed by him. 

The causes of this extreme indebtedness had been recorded in 
much detail in the report of the Commission, and the possible effect 
of tlie Government revenue assessments and the state of the law 
applicable to the relations of creditor and debtor, in conducing to the 
embarrassments of the agriculturists, had formed the subject of close 
enquiry and full discussion, not only in the geneml report, but also in 
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the separate min\ites or memoranda which had been recorded hy some 
of the members of the Commission. Foremost amongst the causes of 
the existing comi^lications were (1) unfavourable conditions of sod 
and climate; (2) increase of jwpulation in excess of any increase in 
tlie local supply of means of supporting such jiojjulation ; (3) the 
obligations of ancestral debt; and (4) (ho money-lenders custom of 
inordinately enhancing the original debt by charges of compound 
interest at high rates, and constant exaction from the debtor of fresh 

l)onds or other instruments of obligation. 

An additional recorded cause of the general increase of debt 
amongst the ryots of late years was the greater facility of obtaining 
credit on inadequate security, brought about through tlie more active 
pi'OBceution of the money-lending* business by a lower class of sowkcijs. 


A c + 


ryots ill these districts held their lands under direct engagement 
with the (TOveniTnent, the possible connection of the revenue system 
with, and its ^wtial responsibility for, the poverty and einbarrass- 
ineuts of the people became an important subject of encjuiry. Ihe 
report of the Commission, whilst it did not show that the assessment 
of the land fixed at the latest revision of settlements jiressed with 
undue harshness upon the ryots, expressed the ojnnion that, in the 
peculiar conditions of the Deccan, as regards climate and tho 
])roduetive capacity of the soil, the fixity of the Government 
revenue demand ojicrated adversely to the direedion of keeping 
the cultivator free from the need of recourse to borrowing. A more 
elastic system under which the demand would better correspond in 
point of time with his own retdization of profit fioni the land, 
without at the same time introducing to too great an extent the 
element of unceidaiuty as to the amount of the demand, would, it 
was represented, lie more suitable to the exigencies of the case. 
The present state of the law relating to the administration of 
Justice and the procedure of the Civil Courts, in so far as it 
governed or affectetl the dealings between the mchm and the 
ryots, was fully considered and dwelt upon in much detail in the 
i‘e|)ort of ilie Commission. It was held that the difficulties of tho 
ryot had been greatly increased in his earlier borrowing transactions 
with the money-lender through the change in the Law of Limitation 
as regards the period allowed for suing on eontracLdebts which ^vas 
intr(xLieed by the Act of 1859. Previous to the operation of that 
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enactment, tlie law gave a period of twelve years, and in })raetiee it 
was fomul that the creditor was content to allow debts to run* on 
without any settlement of accounts, and bearing vsiniple interest at 
the ordinary i-ate for ten or eleven years; whereas after the change in 
the law, the custom of coming to a settlement and renewing bonds on 
the teniis of adding interest to the amount of the original obligation 
every second year gradually sj^'ning up and had become one of the 
chief causes of the ryot's embarrassments. At each recurring 
renewal of a bond or other instrnrnerit of oblig'fition, the opportunity 
of enhancing the projoortions of the previous debt by the addition of 
fictitious charges of v^arious kinds was largely taken advantage of 
by the money-lorider, and the effect of a renewal, even where no 
additional consideration was given, was frequently to double the pre^ 
vious debt. 


The mode of dealing with cases between the soivkor and the ryot 
when brought into Court, and Hie whole procedure of the Civil Courts 
in reference to such cases, were wholly to the advantage of the 
creditor. He could, by collusion with the Court's officers, delay or 
jirevent the service of the usual process giving notice of his claim 
being about to be adjudicated; and where this fraud was not 
resorted to, the ryot, from his incapacity, through ignorance, to 
set up an ansvv'cr to the plaintiff's claim, or his inability to give the 
time recpiired for a possibly ]*rolonged attendance at a distant Court, 
put in no appearance; and so it resulted that, in the case of an 
overwhelming majority of suits instituted by the iiioney-lendei-s, the 
Courts gmnted e.vparte decrees. 


It was shown further that the sowkar, liaving thus obtained a 
decree without any examination of the circumstances of his claim, 
had thereby acquired a fresh instrument of oj)pression and exaction; 
for under the the pressure of the [irocoss issued by the Court in 
execution of the decree, he could extort from his judgment-debtor 
almost any terms that he chose to impose upon him, the fear of 
. having to go to jail upon the issue of a warrant of arrest beino- 
sufficient to induce the latter to agree to anything. 

That warrants of arrest, were largely applieil for with no bond fide 
intention of itn{)nsoning the debtor, was clearly established by the 
very small proportion of cases in which such imprisonments had 
followed on the issue of wari-ants of arrest; for, seeing tliat the 
avemge rj^ot would only in the gravest extremity voluntarily 
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expatriate himself fur any considerable period, the hypothesis tliat 
he could evade a real and active pursuit with the object of ap})re~ 
bending him was wholly untenable, Ample evidence was elicited 
in the enquiries of the Commission to show tliat the worst twist 
was given to the ryot^s coil of iiidebte^lness after his creditor 
had obtained from the Civil Court a decree against him; for the 
decree formed the basis of a fresh agreement and starting point 
in a further chain of embarrassments, in which the terms exacted 
from the debtor were more oppressive than those which marked 
the stages of bond-renewals to avoid limitation. 

To remerly this state of things, the report of the Commission recom¬ 
mended two projects of special legislation : one, designed to protect 
the debtor in his early dealings with his creditor and mitigate 
the difllculties of his }>ositiou during the first stage of those dealings, 
i.e,y the penod before the institution of a suit against him in the 
Civil Court; the other, for the amendment of the existing law relating 
to the execution of decrees. 


In addition to these legislative proposals, the Commissioners 
further recommended, in view to cheeking the prevalent practice of 
granting decrees ex parie^ the establishment of special Courts for the 
trial of small causes, which should hold tlieir sittings in the 
villages in or near which the persons against whom suits were 
instituted resided, so as to bring the administration of justice as near 
as possible to the home of every person sued in connection with 
his borrowing transactions, and that the Native Judges of the 
regular Civil Courts should be employed in making tours of inspec¬ 
tion of these s}>ecial village Courts within the local limits of their 
jurisdiction respectively, so as to insure regularity and uniformity of 
practice in their procedure and action. 


* -K -Jf y- * * 


In the opinion of the l^oinbay Government, there was no other 
way of acting on the rather vague siiggestioms of the Commission, that 
greater elasticity in the regulation and recovery of the revenue 
demand w^as needed, than reverting to the old system of taking 
the Government revenue in kind—a retrognule course wdiieh that 
Government could never agree to. A fluctuating demand, on the 
other hand, iinder which the revenue-payer would never know' what 
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claims he might have to meet, would, by Introducing the element 
of uncertainty into the relations between the Government and tlie 
ryot, produce a greater evil than that which it was designed to 
counteract. 

Some reference had been made by the Commissioners to the system 
of revenue administration obtaining in Madias, where similar 
lyotwari settlements prevailed; but it was sliown in the minute 
recordeH:! by a member of the Bombay Council which accompanied the 
letter of the I^ocal Government above mentioned, that in point of 
fact the gmat of remissions in seasons in which, tlirough drought 
or other untoward circumstances, there was an extensive failure of 
crops, to wliich the report of the Commission had made allusion, was 
as much the practice in the revenue administration of the Deccan 
districts as in that of the Madias Presidency. 


As regards tiie effect of the present law and system of ad- 
mi n is ti*atioii of justice in bringing about or contributing to the state 
of things brought to liglit through the investigation of the Com¬ 
mission, the Local Government were clearly of opinion that the 
change in the Law of Limitation introduced in 1859, which so 
materially shortened the period within which suits upon breach of 
contract would lie, and the procedure of the Civil Courts under 
wdiich so many decrees were given on an entirely exjparte view of 
the money-lender’s claims, were the causes of much of the ryot’s 
embarrasw«ments. They accordingly expressed their concurrence in 
those protective measures advocateil in the rejxirt of the Commission, 
which embraced,—(1) tiie establishment of public notaries for the 
prepai-ation and registration of instruments to be exeeiilod bv the 
ryots ill favour of the money-lenders, by way of security for the 
repayment of loans; (2) the enforcement of the grant of receipts 
for money jiaid, statements of account, and iiass-books by tlie sowkar, 
on the requisition of the ryot; and (3) an improved mode of trial 
of suits upon money claims by the Civil Coiii’ts; and they pressed 
upon the Government of India the expediency of reverting to the old 
Law of Limitation in force pre\nous to 1859 in res|)ect of suits upon 
conti-acts. 


The Local Government furtber, in connection with the i*ecom- 
mendations of the Commission regarding an improved method of 
adjudication of (daims for the recovery of debts in the :.Deccan 
districts, indirectly invited a declaration from the Government of 
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^fntlici Hs to liow fur detiuite 2)roposaIs lor an inerGase of expenditure 
on judicial establisliments would meet with favourable consideration; 
but as regarded the scheme submitted hy the Commission for the 
amendment of the law relating to the execution of decrees, tliey were 
not ge?ierally in favour of the proposal for the abolition of personal 
arrest and imprison men t for debt, nor did they approve of the 
suggested limitations in regard to the sale, by the order of Civil 
Courts, of immovable property in satisfactiqy. of a decree for money; 
whilst in respect of the further siiggestod enactment for pre\"enting 
the im[)roper use of a decree by the judgment-creditor, they expressed 
no opinion. 

The whole matter rested in tliis state until the question of further 
action was taken up by the j>resent Government of Bombay, who 
early in the current year addressed the Government of India, 
submitting fresh legislative proposals for effecting the following 
objects;— 

Iff/, (a) The enfoiwd examination by the Civil Courts of the 
merlt« of every claim for which it was asked to give a decree, whether 
any defence was made to such claim or not. 

(^) The disallowance of (lie obligation of any })ei*son to discharge 
ancestral debts, unless such person iu the Court’s presence expressed 
his readiness to accept resi)onsibility for such debts. 

(r) The disallow'Tince of the compound interest inrduded in any 
claim, as well as all interest in excess of a sum equal to the principal 
rej^resented in such claim. 

The declaration of the insolvency of any debtor upon his 
personal application, otherwise than after his arrest in execution of a 
decree against him. 

The prevention of the sale of any land..by order of a Civil 
Court in satisfaction of a decree for money, unless the land had been 
S])ecifically pledged as security for tlie debt, and the coidract under 
which it was so pledged had been raluced to writing, and the 
written instrument embodying the same duly registered. 

Thus far he (Ma. Cockerkll) had very briefly summarised t he facts 
and circumstances leading up to the motion now before the Council, 
by way of explanation of the reasons for the s])ecial legislation now 
pro],x)sed. It only remained for him to state the objects of the Bill 
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wliicb he was asking leave to introduce. They were three in nnnil>or, 
namely :— 

1. To empower Courts having insolvency jurisdiction to declare 
a person to be insolvent on his personal application, although ho might 
not have been arrested in execution of a decree. 

2. To limit the power of the Civil Court in respect of tlie sale of 
immovable property in satisfaction of a decree for money to cases in 
which the property was sjiecifically pledged as security for the claim 
decreed. 

3. To enforce the reduction into writing of all contracts so 
pledging immovable property, and the registmtioii of tlie instruments 
embodying such contracts. 



{E.ttracf.!i from {he Proceedings of the Governor General’s Cotiticil, dated 
the nth July, 1879.'] 

’ Tue Deccan Agricultuhists’ Reliee Bili,. 

The IIon’bee Sin T. Hope said tliat Hie riots have be«‘n followed 
by investigations in various forms. A Special Commission, in the 
lirst place, was vsdtliout delay apiwinted by the Honibay Government. 
It was composed of two European officers, Me.ssrs. Richey and 
Iv.ON, of the Revenue and Judicial Bi-anclies of the service, Mn. 
SAI 1 BUIIPU.YSAD, a distinguished Native Administrator, and a civilian 
from the INorth-Western Provinces (iirst Mit. Auckl.ano Coi.vin, 
now employed in Egypt, and afterwards Mn. Caiipexter). Their 
report, in five volumes and above 1,.')00 pages, is a very able survey 
of the difficulty in all its aspects. Besides this, the riots gave 
a special direction in Bombay to the enquiries into the working of 
the Civil Courts then going on throughout India in connection 
with the amended Civil Procedure Code under the consideration 
of this Council, which eventually became law as Act 10 of 1877; 
and a judicial officer. Me. Williaai Weddekbitun, was deputed to 
report on the subject. Further, other circumstances led in 1878 
to the condition of the peasantry in the four districts of the Deccan 
being subjected to a close investigation, in which the most e-xperienced 
officers of the Bombay Presidency took part, and which is .summed 
up in a. Minute by Sir Rich.akd Tempee, dated October 29th, 1878. 
The famine Commission also this year obtained a good deal of valuable 
evidence, to which they have been so good as to allow me free 
access. Finally, the question has been very ably and instructively 
discussed by the Press, both in India and in England. It would be 
impossible for me, on an occasion like the present, lo summarize all 
the.se enquiries, or to state separately the opinions of all the princii>al 
authorities. I can only lay before the Council what seem to my.se]f, 
by the light of this mass of evidence and of my own knowledge and 
general experience, to be the condition of the people in the disturbed 
area, and the causes w hich have operated to produce it, and then 
explain the measare.s by which the Executive Government proiiose that 
relief should be afforded. 
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The Central Deccan, w hich is the locality principally distressed, 
though unfortunately not the only one, and to which the present Bill 
is intended to aj)ply, consists of four ^districts^ or executive col¬ 
lector’s charges, namely, Poona, Ahinednagar, Sholapur and Sataiu. 
The three lirst named became British territory in A. D. 1819-)il, 
but Satara not till A.D 1849, Their area is ^1,000 square miles, 
and their jxipulation three-aud-a-half millions ; that is to say, the 
population of Scotland, located in two-thirds of its space. Mountains 
and forests occupy much of the country, so that the actually culti¬ 
vated area gives about six acres per head of the agricultural jx)pula- 
tion. The State is the landlord; the tenure ti/oiwariy on Ute 
Bombay system of permanent occupancy, with revision of assessment 
every thirty years. The peasant-proprietors themselves cultivate 
about three-fourths of their land and sublet the remainder. The 
assessment or rent they pay to the Government is at average rates 
of from seven annas to twelve annas per acre, which is etpii valent,’on 
fairly good land, to, from an eighth to a sixteenth of the gross produce, 
and on the poor soils to much less. 


The proportion and extent of indebtedness are not easy to ascer¬ 
tain. In one batch of twelve villages tested by the Commission of 
1875, one-third of the peasant-proprietors were found to be very 
heavily embarrassed; and of these, two-thirds w^ere petty land¬ 
holders, paying assessments of only twenty nipees per annum and 
under. Their debts came to eighteen times the average assessment, 
and two-thirds of this were secured by mortgage of the land. In 
another batch of seventeen villages in Ahmednagar, forty-three per 
cent, of the proprietors were deeply in debt, the debts averaging 
fifteen times the assessment, but reaching forty-five times in indivi¬ 
dual cases. Only one-third of the debts appeared to be secured 
by mortgage, but one-eighth of the land had already been actual¬ 
ly transferred to the money-lenders; and with regard to much 
of the remainder, the r^of^ were virtually mere tenants-at-will 
of their creditors. The Collector was of opinion that, through¬ 
out the whole district, three-fifths of the people were so involved 
that, in ordinary course, it was impossible for them ever to get free. 
lq)on this and much other evidence, I must confess myself unable 
to share oi>timist views of the condition of the people. Supixising 
only one-third of the proprietors to bo irretrievably involved, is a 
ruined, despairing and embittered jKipulation of above a million souls 
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benoat h special coiisiclcratioii ? The proportion seems to me, however, 
to have been nearer one-half than one-third, and to be, moreover, 
constantly inereaBing*. Finally, it mn^t not be forgotten that the 
statistics of the Commission, which I have been quoting, are now four 
years old. Since then, the terrible famine of 1870-77, and the sub¬ 
sequent indifferent seasons have passed over the land, and cannot but 
l\ave left deep traces behind. True, as it is, tliat the peasant- 
proprietary’ struggled nohly' and long to maintain themselves and their 
dependents without State relief, and vast as was the amount of ac- 
cunudated savings, in gold and silver ornaments and the like, which 
thc^ were found to possess, we must not forgot that those savings 
were reveale<l bv' tlieir passage to the mint, and that their dissipation 
must lia\e left at the mercy of the money-lender thousands who 
were never so before. AVe may admire the honest pride and fortitude 
which the |>easantry, as a body, dis])layed throughout their long- 
protracted trial; but we cannot ignore the obvious effects on their 
condition. 


Granted, however, that a large pro[>ortion of the population are 
deeply’ involved, we may well enquire wheiher such a condition is 
abnormal. It has been said, and in one sense with truth, that 
'poverty and debt were the fapiiliar heritage of the ryots before 
the advent of the British rule.' Our records of the country when 
tirst acquircHl tell of iiidebtcxlness extending largely among the pop¬ 
ulation. The ryots, it is said, ' though usually IVugal and provi- 
dent', were in many cases 'living in dependence on the mvhir (or 
money-lender), delivering to him their produce and drawing upon 
him for necessaries’; and this condition is mainly^' attributed to tlie 
Mahratha sy'stem of le\^iiig heavy contributions Ironi bankers, to 
w'hoin the revenues of villages were assigiie<l in repay^ment, and of 
collecting the State dues generally through the agency of such capi¬ 
talists, who recoverid in kind wliat they paid in cash. Indebtedness 
thus arising mainly from a \icious system of collecting the land re¬ 
venue paid by all, necessarily extended to a large proj^ortion of the 
population. But the amount of individual debt api>ears to have 
usually been moderate—necessarily so, it may be added, because the 
security and means of recovery^ were small, since land was not sold 
for debts, aiifl little or no assistance in recovering them was given 
by the State, Very much the same condition of affairs is shown by’ 
ample testimony to exist nowq to a greater or less degree, in the 
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Native State.s of India. I have myself noted it in those of Western 
India, with many of which I have had considei’able official experience. 
The reply to our enquiry, then, is that, as compared with former 
times and with Native States, indebtedness now in the Deccan 
extends to smaller numbenq but is heavier in individual incidence, 
followed by consecpiences infinitely more serious, and decidedly 
abnormal. 

Some liiay feel inclined to question whether, after all, there is 
any real harm in the present state of things. The institution of 
private property in land is essential, it will be said, to the well-being 
and progress of every civilized community, to the encouragement 
of industry and the accumulation of capital. But it is indispensable 
that such property should be in the hands of those who by their 
o^pibd, intelligence and industry are qualified to turn it to the 
best account. If this condition lie not fulfilled, but the land be 
lield b}’’ a class who, through their ignorance, improvidence and 
want of energy, have burdened their heritage with debt which can 
never be repaid, and thus have deprived themselves of all incen¬ 
tive lo labour and all interest in its results, then the only remedy 
is to promote, rather than to obstruct, a gradual restoration 
of healtln.er conditions of society by the bankruptcy and evic¬ 
tion of the incapable. True as such principles undoubtedly are 
in modern European populations, considerable caution is necessary 
in. applying them to the ill-studied and little-understood problems 
of Oriental life. Assuming hastily a similarity of premises, we are 
apt to jump to familiar conclusions, and to inaugurate action wholly 
inapplicable and pernicious. Much of the difficulty in the present 
instance arises from sucli inconsiderate interference in the past. 
\\ hen we overturn by an Act of the Legislature institutions which 
popular consent has maintained for alK)ve a score of centuries, we 
sometimes forget that we are not the hearers of a political revelation 
from Heaven. 

In the present instance there seem grave reasons for doubting 
whether the })remises upon whicli a policy of lauacz faire is based 
arc sound. If the present condition of the Uoexian ryots is caused 
by iidierent moral and physical defects, unfitting them for peasant- 
proprietorship ; if they encumber the land to the exclusion of a class 
of intelligent, enterprising and energetic ca])italists, and if the ianrl 
is such that capital in large single sums can alone effect its improve- 
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ment, then, indeed, we must perhaps sit down and sit out the process 
of graclual transfer of the rigdits of property from the one class to 
the other, merely softening, if need he, the fall of the sufferers. 
But consideration will show that no such eirciimstances exist in the 
Deccan. The Mahratha is not the defective and useless 

creature f)ostu]ated. No such material com])Osed the armies of 
Sivaji and his successors, which defeated the Moghuls, overran half 
India, and founded an empire of wdiich the remnants still flourish 
around us. Asa soldier, tlie Mahratha in olden days was as enter¬ 
prising as he was hardy, equally able to ^bidc a buffet^ and to strike 
a blow^ At present, he furnishes material perhaps second to none 
in India for the purposes of modern war. All representations of him 
as thriftless, enervated and puny are incorrect. As a peasant-pro¬ 
prietor, he is no unfavoumble specimen of the class. Mu. Chaplin 
and our other early authorities give him credit for many sterling 
qualities. He is still represented by the Commission as ^a simple, 
well-disposed peasant, contented with the scantiest clothing and 
hardest fare,^ not w it bout ‘masculine qualities^ and ‘a stubborn endur¬ 
ance,^ though still mostly uneducated, and consequently without a 
broad range of intelligence. Of course, improvidence and slovenly 
cultivation may be detected in individuals ’or particular localities. 
But >ve must not expect too much. Under Bntish rule, the hmhi 
has undoubtedly progressed as fast as adverse ciroumstances allow^ed. 
He works his fields to the best of his lights, and in the dry season 
travels far in search of day labour, or with his cart on hire. During 
the late famine he displayed resources equally creditable to his thrift 
and his good feeling. His embarrassed condition seems to bo rather 
his misfortune than his fault, induced by the calamities of the last 
century, the obligation of ancestral debt, the buixlen of the land- 
revemie demand—formerly in amount and latterly in imposition 
—and the facilities for extortion conferred by our law's upon his 
creditors. 


Oil the other hand, those into w^hose hands the land is now 
observed to be passing are not yearning for it in order to improve 
lb hy their intelligence, enterprise and capital. With solitar}" excep¬ 
tions, the transferees are tiie professional money-leiidci*s, wdio have 
no wdsh even to hold the status of landed projirietors, much less to 
invest their capital in comparatively unprofitable agricultural exjieri- 
ments. Often too they are aliens, who return home after a time. 







So far from eagerly getting the land formally transferred to their 
own names, they show general rehiclanee to do so. They prefer to 
keep the ryot on his land, and extract all they can from him : the 
punctual discharge of their advances is the last thing they desire. 
As Mr.. Auckla}}!) Colvin sa.ys,— 

the position is that a man recorded as occupier of his holding, and responsible 
for the payment of revenue aasossetl on it; but virtually reduced by pressure of debt 
to a tenant-at-vill, holding at a rack-rent from, and sweated by, his Marwari 
creditor. It is in that creditor’s power to eject him any day by putting in force any 
ono of the decrees he has against him ; and if allowed to hold on, it is only on tondi* 
tion of iJaying ovor to his creditor all tho produce of his land not absolutely necessary 
for next year’s Bced-grain, or for the support of life. * * * * Ho has nothing to 

hope for,, but lives in daily fear of the final catastrophe. Under a so-called ryutwari 
settlement it is gradually coming to this, that the ryot is tho tenant, and the Marwari 
is tho proprietor. # ♦ * * The proprietor is irresponsible; tho tenant unpro- 

tectod. It promises to become, not a ryotwari, but a Marwari, settloiueut.” 

Such conditions deprive the transfer of land from distressed to 
monied classes of all the jrlaniour with which jx)litical economy 
would surround it. They show that the noble gift of property in 
land, made by tlie British Government to the peasantry for their sole 
benefit, is passing, contrary to their intentions, and in fruatraiion 
of their objects, to a class unfitted to possess it. As observed 
as early as 18551 by Siii G-eougr Wingate, the great author 
of the gift:— 

“ It wa43 never contemplated that the measures iiitcndod to sec are these benofita 
for the class of landholders should transfer their dearest rights and tho possessions 
tliat had descended to them from their forefathers to a class of usurious money¬ 
lenders, and degrade the former to the position of labourers or of tenants cultivating 
their former lands at the will of the latter. 

In short, tlie second of the premises on which a policy of laitsez 
faire would rest is as unsound as the first. In tho words of Mr. 
Peduer, a gentleman who has long made a special sucly of this subject, 
* * #—‘it, cannot be too clearly uuderstooil that only in the dream 

of a visionary will the English agricultural system of large landlords, 
capitalist farmers of large farms, and peasant-labourers for wage, 
ever be substituted for the pelitt cnltnre of India. Happen what will, 
each ryot will till his petty holding ; but lie may be, as we have made 
him in Bombay, its proprietor ; he may be, as in the North-West, a 
member of a proprietory cultivating community ; he may be, as iii 
Rajpiitana, the customary tenant of an hereditary- lord ; or, he may be, 
as 1 fear he is IxHioming, the pi-acdial serf of a money-lender.’ 
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that the land is such tliat capital in large single sums can alone 
effect its impi'ovemeut. That is exaetlj'' what it is not. There are 
indeed certain localities, limited in number, where imgation projc^cts 
may alter the character of the ])roduee and counteract seasons of 
drought. But these are far too extensive for individual enterprise. 
They must be undertaken by joint stock companies or Government, 
and the latter has them in hand. But the great proportion of the 
cultivated area is such, that the most it is capable of, can be made out of 
it either by mere careful tillage and economy of sbiblemanure, or by 
])etty improvements, such as, for instance, digging a well, banking up 
a stream or watershed at certain seasons, making a su})ply'*channel 
from a neighbouring canal or river, or altering the lev^el or inclination 
of a field—by action, in short, of exactly the kind which the i)6asant- 
proprietor, standing on his own land, fully realizing its capabilities, 
and feeling pride and pleasure as well as utility in developii^g them 
to meet the growing needs of himself and his children, is at once the 
most competent and the most liktdy to apply. That hejias so improved 
his cstiite since it came into his hands when he could, despite all the 
adverse eircumstaiices by which he hcis becii met, is proved by the 
increase in wells and the reclamation of unassessed waste within hold¬ 
ings during the last thirty yeai's. Wlietlier he shall pursue these 
inclinations freely, or continue, as at present, thwarted and check¬ 
mated at every turn, it now mainly rests with us to decide. 

To the question, therefore, whether there is, after all, much 
harm in the present state of things, w'e must, perforce, answer that 
the harm is of the greatest. To a peasantry such as I liave described, 
expmpriation means discouragement, despair and exasperation. To the 
money-landing class, it means the accpusition of what they arc unfitted 
to use and do not particularly desire to have, of Avhat yields 
them at best a precarious profit, not exceeding that which reasonable 
raters of interest, combined witli easy recovery, would produce, but 
wrung forth with trouble, anxiety, expense, popular execration, and 
even personal danger. To society, it means tlie discoumgeinent of 
labour in extracting wealth from the soil, the applicafion of Capital 
in di»advanta>geous and comparatively unproductive channels, and the 
fomentation of disoider and outrage. As reported to the Bombay Govern¬ 
ment in 1858 by Mu. J. D. Ixyekaiutv, the Revenue Gommissioner— 

* the question is on© of vital in)|U‘rtancc both to Government and the people. 
Even the p.'isaivo society of the East ciinnot bear so ^reat a burden v^dthont making 
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from time to time convulsive efforts to shako it off. Tliejte efforts must incronso in 
frequency and strengtli, nT)le.9s the legislature seriously takes up the evil and applies 
the knife to it.’ 


A.^isurntiig, then, tliat indebt(;clues.s to an uniusual and extreme 
extent is the condition of a large proportion of the people in Ihe British 
Deccan, we must enter into a critical cxan)ination of its probable 
causes before we can hope to apply an effeeti ve remedy. These camsos 
are numerous, and complicated both in themselves and in their action 
ami reaction upon each other. 4'hey ma.y be conveniently classed as 
‘normal’ and special.’ 

The normal cause.s are those which may he found at worh, more or 
leas, at all times, and some in all parts of India, others only in certain 
localities. First of these stands poverty. It is obvious that where 
there^ is a peasant-proprietary, though the stimulus to individual 
exeition is considerable, and in India the Hindu joint-family system 
tends to prevent minute subdivision, the individual capital cannot bo 
great, and misfortunes comparatively small will tliroiv even a thrifty 
and industrious person into the liandsof the money-lender for temirorary 
loans. Besides this, the knnhi of our Deccan labours under tlie special 
disadvantage of a soil mostly indifferent, and a rainfall so precarious 
that he hardly gets a full crop once in three years. Finally, the 
obligation to pay a father’s debts, laid by Hindu law ujmn a son with¬ 
out any ccpiitable restrictions, imposes a burden ojipressive at all 
times, and too often aggravated by fraud in the creditor and ignorance 
in the debtor. The Commission, in fact, go so as far as to term 
ancestral debt the ‘chief cause’ of the rycCn embarrassments. Ne.xt 
topoveriy comes ignorance, which renders the unlettered picasant unable 
to read and often to understand, the documents and accounts in 
which he is vitally concerned, or to state and substantiate in a Civil 
C’ourt a good defence when he has one, and thus makes him a tempt- 
mg subject for every kind of roguery. Social ohervances, such as, 
marriage, hirtli and funeral expenses, also swell Ihe roll of obliga¬ 
tions; but being coniicetcd with religion, they are to a great extent 
unavoidable. If occasionally excessive in prosperity, they are reduced 
in bad times. The Commission consider that in amount they are 
geuemlly not larger than the ryof.'^ income, if othenvise only fairly 
tiixed, would justify, and that undue iirominenee has been "iven to 
them as a eaii.se of his ruin. Improvidence must be admitted to con¬ 
tribute its share to the catastrophe; but it consists, as the Commission 
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remark, ^rather in the short-sighted improvidence of an ignorant 
class, ready to relieve present necessity by discounting future in¬ 
come on any terms, and unable to realize the consequences of obliga¬ 
tions foolishly conti-acted, than in an extravagant expenditure and 
misapplication of income/ To this may be added an honest and 
confiding, rather than vigilant, temperament, A soil yielding but 
one crop, and therefore the whole year’s income at one period, a 
climate so capricious as to preclude at seed-time any safe estimate 
of what the harvest, if there be one, will be worth, and prices 
vaiying above cent, per cent., as they twice have done in this century, 
might well derange the calculations, and i)roclucc the bankruptcy, 
even of sober men of business. 

Besides these normal causes conducive to indebtedness, there 
exists a long array of ones, some general in their operation, 

others peculiar to the Bombay Presidency or the Deccan alone. 
These I propose to notice in four groups—namely, those increasing 
credit, diminishing ability to repay, proceeding from the revenue 
system, and comprised in tlie term ^arming of the money-lender.’ 

Increased credit obviously flowed primarily from our establishment 
of a settled government, and the consequent immunity of the ryot 
fi-om being plundered and murdered by hostile armies, or drawn 
from his fields, perhaps killed in battle, on his own side, as also from 
the grosser forms of private crime. A like effect followed our land- 
settlements. The meaning of the phrase Maud revenue’ varies 
greatly in different parts of India. In Bombay the State is the land¬ 
lord, entitled to the entire rent—that is, to the whole net produce 
or surplus after deducting the cost of cultivation and of the subsistence 
of the peasant and his family. The State has no intermidiaiy or land¬ 
lord to think of, to whom a certain proportion of tlie rent must be 
left. It may relinquish to the peasant-cultivator as much or as little 
of the rent as it chooses. The Native governments preceding us 
relinquished but little, and the cultivator was rack-rented. Hence, 
even a small debt j>ressed heavily, and complaints of indebtedness 
were general when we acquired the country. Gradually we reduced 
our land-revenue demands, p/rodueing immediate relief and recovery 
of agriculture, until by the revenue survey system, founded by Golds- 
MW and Wingate in 1838-40, and gmdualiy extended throughout 
the Presidency, we levy, says Mk. Pbddee, only one-half, at most, of 
the net produce or rent, tlius leaving the cultivator a liberal margin 
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•Oil jjV’hich to borrow and repay. But we went further than this. 
Under the Native government a cultivator could not, according to 
custom, be ejected as long as he paid the revenue demand; but that 
demand was so high that ln‘s right of occupancy was worth little or 
nothing and was, besides, mostly not recognized as saleable. The laud 
was not his to sell^ being deemed the property of the State. Undcw our 
settlement, however, Hhis right of conditional occupancy’ (to quote 
Bombay Act L of 18d5) ^is declared to be a saleable and transferable 
property,’ Though the land is still termed Government land,’^ 
the occupant has acquired a tenaut-rigbt far wider than that of 
Ireland, and has virtually become proprietor, while the Government 
retains onl}^ a rent charge, variable once in thirty years, wdtliin 
certain prescribed limits. The right of property thus granted 
acquired siinultaneously a considerable value through tlie re<]uction 
of the revenue demand and its invariability for thirty years. Tlie 
gift, intended to enrich the ryot, increased his credit along with 
his means, thus exposing him to the loss, not only of the extra share 
of net produce bestowed, but of the land from which a livelihood had 
hitherto been secure. 


Fast upon these additions to solvency and credit came days of 
brilliant but ephemeral prosperity. Commencing with 1850, railways, 
roads, bridges and other public works jioured millions into labourers’ 
hands, while a series of good seasons gave the best encoumgement 
to agriculture, and brought almost every available acre under the 
plough. Then came the American war, raising to almost fabulous 
rates the prices of cotton and other produce. These circumstances 
had a double effect: mauy ryots paid off, or greatly reduced 
their debts: mai\y more, both of these and others, increased their 
expenses, and some even borrowed largely upon the strength of 
increased incomes which they supposed would last for ever: all 
learned a higher standard of comfort and new wants, w'hich they 
could not relinquish with readiness equal to the subsequent 
rapid contraction of their means. A further expansion of the 
ryot’s credit w^a.s induced by greater facility in obtaining loans 
owing to tw^o reasons. The arming of the money-lender, to which I 
shall presently allude, rendered frauds and legal recovery of advances 
easier. Also, the general prosperity increased the capital of money¬ 
lenders for investment and the number of pei*sons com]^ting in the 
business. Money was lent recklessly, on unsound credit; money 
19 • 
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waj^ lent designedly to secure the unwary ryot as a botidslave 
for ever. 

Diminished ability to repay arose partly from greater pressure 
on the land by the population, which had grown 45 per cent, in the 
thirty years ending with 1875, The proportion of 167 souls p^r 
square mile becomes extremely heavy after making allowance for 
mountains^ forests, foe., and for the defects of the cultivable soil and 
the climate. But even the cultivable area cannot be, on an average, 
as productive as in former days. When only a half of it was culti¬ 
vated, the best soils were chosen, fallows were readily allowed ; the 
waste land and forest supported cattle freely ; the stable manure was 
sufficient. Now all is reversed. The waste land has disappeared ; 
the cattle and manure are insufficient in |)roi>ortioii; the jungles 
have become reserv^nl forests ; the poor soils reduce the average ; and 
the general result is a lower yield per head for subsistence or repay¬ 
ment of debt. Again, the ryot^s solvency was reduced by a great 
fall in prices after the close of the American war. Between 1836 
and 1866 prices rose from fifty-six to eighteen seers per rupee : 
betw’^een 1866 and 1874 they fell again to fifty seers. With the various 
causes of low prices ; with questions such as those of the effect of 
levying revenue in money instead of in kind ; of the sufficiency of the 
circulating medium, or of the action of the so-called Tndian tribute,'^ I 
am not now concerned ; for our present purpose, to note the fact of the 
fall is sufficient. A series of bad seasons has, likewise, sujiervened. 
Finally, the effect of an absence of stimulus to exertion in lessening 
ability to repay must not be overlooked. "Where the ryot is hope¬ 
lessly involved, and all produce goes to the creditor, a bare subsistence 
being given back, what inducement can there be to add to the laiter^s 
gains ? Tlie ryot pays off less ; his debt on paper increases, and 
what more ? He thinks it 'as well to be hung for a sheep as for a 


lamp. 


I'o on? revenue system must in candour be ascribed some share in 
the indebtedness of the ryot. Time would fail me were I to 
attempt to enter here into the elaborate question of the pressure of 
the land-revenue deinaiul, nor does my subject require that I should 
do so. The Commission's report and the other enquiries to which 
I liav^e refeiTcd contain the fullest information on the subject. Suffice 
it to say that it is amply proved that the rioh' had no immediate 
connection with the revision of assessment, which was neither 
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imposed nor contemplated in many of the localities where they occurred. 
Still less can the g*eiieral indebtedness of the ryot be ascribed to the 
weight of the assessment, whether unrevised or revised, since the 
proportion of the net produce talren is low in itself ; very low for 
a landlord to take ; far lower than that prevailing in %lienated^ 
British villages and adjacent foreign States. I ara here, of course^ 
speaking broadly, irrespective of individual instances of over-assess¬ 
ment, which in so vast an inidertaking maj^ not improbably have 
occurred. But it seems likely that indebtedness arising mainly from 
other causes, normal or special, niay have been aggravated by our 
rigid system. If any considerable increase at a revision were gradu¬ 
ally worked up to in the course of two to five years, the ryot would 
have time to readjust his expenses to liis means instead of being taken 
by surprise, and perhaps driven to the money-lender. Again, if the 
recovery of instalments were more coincident with the time when the 
ryot realizes on his produce, instead of falling sometimes too early 
and sometimes too late, and so the land-revenue were more in practice 
(what it is in law) a first charge on the latter, much temporary borrow- 
fraud in crediting produce, and eventual Government process for 
recovery, might be avoided. Some debt, too, may be caused by the 
fear of eviction—a mode of recovering the revenue for which a 
substitute is mncli needed. Moreover, tliougli the system of taking 
revenue in kind, besides involving the injustice of assessment on the 
gross produce instead of the net, is so open to fraud, when adopted 
on a large scale, as to be impracticable, its object might l>e attained, 
ill localities subject to drought, by such suspension of the rev*eniie 
demand as to spread over throe or four ycare, according to the seasons, 
the aggregate amount to be recovered in that period. Finally, in 
times of famine, suspension of demand might be systematically 
gianted, as of late it has been b\' Sir ftrciiAKD Temple, and even total 
remission, winch is not inconsistent with the Bombay settlements. 
And, above all, wiiatever relief is deemed reasonable should be granted 
in time. 

TAe arming of the mone^4ender is a general term which I shall 
apply to the process of iiieroasing in numberless ivays the legal power 
of creditor over debtor, which has been synonymous with the elabora¬ 
tion of our Indian law procedure. In our early judicial dealings with 
our newly-acquired possessions in the Bombay Presidency, we combined 
as far as possible the Native model in form wuth European common 





sense and equity h\ ju-aetice ; but ^mindly the system was made 
more I'egular and rigid. Mountstuakt Eliuiixstonk^s Cod 1827,bow- 
evei, still contained much of the old letiven, such as arbitration courts, 
usury law and a long iituitation for suits. Only gradually did eredi- 
tors ])ereeive and work up to the advantages the law had giveu them. 
At first the debtors complained of usurious interest only. From 1818 
to 1850 the Court’s intlneuce became rapidly more a])parent. Attach¬ 
ments, and the extortibn of new bonds with a pi*erninin for forbear¬ 
ance, ineieased, from 1850 to 1858 credit and frauds much expan¬ 
ded. ISnnieious public officers ])oiijted oiit the mischief which was 
going on ; none foresaw more clearly than Siii Gjx>ro>; VVinuate how 
the benefit of his settlement was being turned into wrong channels, or 
pleaded more earnestly, though in vain, for prompt and effective 
remedies. While affairs were in this state, the legislature ste}>})ed 
in to aggravate the evil. In 1859 the period of Iinjitatior» for suits 
was reduced and the fii-st Civil Pmeedure Code was passed, followed 
by the Stamp Act in 18tK). 

Ihe condition then consummated, Nvhich has lasted with but 
slight variation for about tuenty years, may be thus brielly summa¬ 
rized as it appears in the Deccan. Tlie procedure is highly elaborate 
and technical; tho penalties for contiaventiou of it, severe, and litiga¬ 
tion, dangerous u’ithout the guidance of a pleader, whose services are 
costly and interests often at variance with those of bis client. The 
procedure is the same for a debt of lis. 5 and Its. 5 , 000 , except in 
the rare instances where Small Cause Courts are established. Stamp 
and court expenses have nearly doubled. Arbitration has been giadu- 
ally shouldered out, partly by the superior prestig'o of the Courts, 
partly by the stain]>-dutie 8 , partly by its disadvantages for the money¬ 
lender. Suits may be heard parte in the absence of the defendant, 
and are found to be so, in the four Deccan districts, in above half 
of the cases. Great weight is attached the Courts to bonds, and 
thej are therefore largely, almost exclusively, depended on. However 
fraudulent, extortionate or in excess of consideration a bond may be, tho 
burden of proof lies on the debtor, and in practice his defence is generally 
hopeless. Payments on a decree m ade by the debtor out of court were 
(till 1877) ignored, and were therefore obtained, wherever possible, 
by the fraudulent creditor. The reduction of the limitation j)eriod 
for bonded debts from twelve to six, and in some eases three years, 
and for simple money debts, from six to three 3 'ears, respectively, has 
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debtor to compound interest, h-equent suits, extra cost 


and a. vast increase of Iiis liabilities. Tiie power of obtainincr arrest 
and inr>])risouiiient tfives the creditor the means of extortinj^ almost 
any terms for his forbeai’ance in exercising it. Of all the weapons 
he has obtained, this has been proved to be the most misused. 
The power of sale in execution extended, till J877, to every¬ 
thing the debtor possessed : sinee then certain bare necessaries 


have alone been exempted. Land remains saleable, whether .ances- 
tra.1 Ol acquired, sul»ject to certain ju'ovisions for saving it analogous 
to an e/tr/tf, which have hitherto proved inoperative, but are now- 
being amended. Of all sales it is a ebaraeterislic that the pro- 
perty, througli technical ditiiculties, constantly goes for a mere 
song, and the cretlitor is the purchaser. Decrees were, till 1877, 
internnnahie, and tlie Commission found numbers to be of Iwentv 
years standing’. I'low they m.iy be cxeeuted for twelve veam. A 
Sub-judge mentions one executed i/iiie tiine.s. Tf the persecuted debtor 
turned tow’ards the law of insolvency, ho, till quite i-eceiitly, found it 
little more than a name. Until actually arrested or in jail, ho could 
not resort to it at all; and whether, after doing so, he escaped its 
pitfalls and two yearn’ imprisonment or not, his subsequently acquireil 
property and earnings were liable (unless liis debt was under Rs. 100 
and the judge chose to discharge Ihin) until the Ia.st pice due, with 
interest, had been repaid. Finally, the increase of work entailed 
delay, with lo.ss of time and money, in the dis}io.sal of eases, while 
financial reasons led to reduction in the niunhei-s of the Courts, and 
consequently to their greater remoteness from the ryot’s home. And 
all this is the more iinjiortant, in that a vast increase of litigation 
has followed the new law, .so that in 1876 there were 37,128 suits, 
and in 1878 (after the faniine) 27,577, disposed of in our four districts 
alone. 


The tendency of the change of relations thus gradually bi-ought 
about by the law will be seen to have been all one way in favour of 
tlie party possessing the most intelligence and money. Even of old, 
the superiority of tlie money-lerffler over the ryot was considerable^ 
tliough the former li.ad little power of compulsion; but by the law this 
supenority has been infinitely increased. The likening of the contest 
between them to one ‘ between a child and a giant' is no figure of 
speech; yet the law presumes them both to be equal! That the 
superiority is fully and often fraudnlently availed of is proved by the 
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vast increaae oi* litigation just raeiitioiied ; by the evidence of judicial 
and reveiiiio officei's and of numberless (lebtoi*s; by the scrutiny of 
aecountb by the Comniission, and by the use in 1874 of some 150,000 
warrants as threats only. The geneml result is that through these 
undue iiowers the ryot is enslaved by a vast amount of debt, which 
has been much enhanced by our legal system, and in part was never 
incurred by him at all. In concluding this sketch, it seems scarcely 
necessary for me to add that the law, and not the Judges, are to 
blame* Some of the most valuable proofs of the defects of the former 
are derived from judicial oliicers, Native ?s well as European; and 1 
fully agree with Mr. Ai ckland Colvin that it is Wery much to the 
credit of the subordinate judicial administration that It has expressed 
itself so clearly as to the position which it is compelled to occupy.^ 

Having thus enumerated the various causes of the ryot^s 
indebtedness, I will briefly classify them according to the possibility 
or expediency of remedial measures. x4s causes regarding which 
little or no special action is practicable we may put down all normal 
ones. Ignorance, improvidence and extravagant ceremonial or social 
expenditure can never be eradicated from the world, either in the 
Deccan or elsewhere, though time, experience and education may 
reduce their strength. An agncultiiral population everywlieie is 
comj)aratively ignorant; they are found so ev'en in England under a 
compulsory educational system, much more in India, where compulsion 
cannot be thought of. But village-schools are exceptionally numerous 
and efficient in the Bombay Presidency; cultivators’ children form 
21 per cent, of the and we may hope for gradual improvement, 

in this resjiect. Comparative poveid-y must continue the lot of a 
peasanfc-propidetary whose soil is poor and climate capricious. Periodi¬ 
cal absorption of savings by famine can, at least, be only diminished 
in degree by 2 )alliatives of partial applicability, such as forest 
censervaney, railway>s and irrigation, which, under Sir RreuAKn 
Temple’s vigorous admiiiistiution, are being promoted as rapidly 
as means allow. Prices must take their coui’se. 

As causes regarding which interference is undesirable may be 
mentioned the increased credit due to orderly Government, property 
in land and competition of money-lenders, and t he lessened ability to 
repay arising from the diminution of waste land for fallows and 
grazing by the extension of cultHation and forest reserves. The 
|:aising of the land-assessment to the level of Native States in order 
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to fitimulate exertion, and the lowering of it so as to pay private debts 
at tlie expense of the community in geneml, are equally out of the 
(juestion. 

Respecting the remaining causes, action, either executive or 
legislative, seems open to us. E.TecuHrelij, some little might probably 
be (lone to i^eliove pressure of pojEilation by favouring emigration to 
other districts. Tlien, tbougl) the idea of Goveriimeiit Agricultural 
Banks appears to me to be unsound in theory and unworkable in 
practice, the opening of IocalI loans in small amounts, as in Rranee, 
might offer to bankei-s an alternative for indiscriminate lending on 
usury, and to cultivators an investment preferable to ornaments. The 
system of advances hy Government for land improvement, also, might 
be simplified. Again, relief might be afforded by modifying, in the 
directions I have already indicated, the mode in which our land-revenue 
demand is imposed and levied. Stamp and process fees and hatta seem 
also capable of revision. Finally, there are exchange and cognate 
tinancial questions. But I must not dilate upon these executive 
remedies, which are beyond the sj^herc of this Council. I have 
touched on them merely in order to show that I am not so simple as to 
suppose that all the ryot^s dilllculties will be removed by the 2 )assing 
of the Bill before us. Legidttiivelyy w^hat we can do, what is proved 
by over-wdieliniug evidence to be the thing required, what >»ve un¬ 
doubtedly ought to do, 2 :)romptiy and effectively, is to restore, as tar ns 
may be, the rude balance between debtor and creditor, which has been 
disturbed by our owu legal institutions. e may take back many 
of the weapons iriconsiderately placed in the money-lender’s hand and 
shown to have been misused; we may check the undue credit arising 
from unjustifiable facilities for recovery; w^e may inert^ase ability to 
repay by removing discoui’agements to industry; w^e may obey the 
long-neglected |)roverbial mandate to hear both parties; w^e may 
substitute for the blind and ruthless operation of legal machinery the 
intelligent disjiensation of justice between man and man. 

As introductory to a fuller definition of the princijiles iq)on w’-faieh 
our jiroposed measure should rest, and to a detailed explanation of the 
Bill itself, it may be instructive to survey, briefly, the relations of 
debtor and creditor as iliey were Fund on the introduction of Briti.sh 
rule, and as they may now*^ be seen subsisting in some of the best 
administered Native States. For the former period I can quote no 
better sketch than that given in tiio desjiatch of the Secretary 




of State dated December 26th, 1878, which has recently become 
public. 


^ Uuder Native GoTernments, it eeenis no as^sistauce was, onliunrily, afforded by 
fch© State to a creditor for the rccoverv' of his debts. No Court of Justice was open 
to him, and he was loft to )iis own devices to extort what was due, (xovernment wink¬ 
ing at very forcible measures that were occasionallj eruployed. The result was not 
so bad as might have been expected. Tt speaks well for the national character that 
contracts were rarely repudiated. And the Commissioners observe that in these pro¬ 
ceedings honesty wrn.s the best policy for the ryot, and caution wn8- a necessity to the 
raoney-lender.’ 

In order to state correctly the present practice in Native States, 

I have made special enquiries in four cases. As to Hyderabad, His 
INcellen-cy Sir S.year Juxg has favoured me, through the Resident, 
Sni Ricraro Meade, with a valuable memorandum and summary of 
regulations. From Bhannagar, a largo >State in Kathiawar, which 
was, till lately, under joint-administrators, English and Native, during 
the minority of the Thakur, and of which a graphic account by Sir 
David W edderurn appeared last year in the Forfnighilij Beriew, 

I obtained a note through Mr. rKRCiVAb. The system in Morvi, 
another Kathiawar State, is described in communications from the 
administrator, Mr. Skambiiuprasad, who was a member of the Deccan 
Riots Commission. About Baroda full information is forthcoming in 
the administration reports of Sir T. Madhava Rao and letters of some 
private Native friends I have there. In all these States, civil suits 
for debt are comparatively rare. The limitation period, where there 
is any definitely laid down, is twelve and six years. Tlie Hindu rule 
of da-m-(lupaty or disallowance of interest at any time in excess of the 
principal, is observed in Baroda, Bhannagar and Morvi. In 
Ilydeiubad usurious interest is summarily cut do^vn to a reasonable 
rate. Impri.sonment for debt Is not allowed in Morvi, nor, apparently, 
in Bhannagar. In Baroda it is forbidden altogether during the 
cultivating seasons, and very sparingly used at other times. In 
Hyderabad it is reserved for cases of contumacy and fraud. As to 
the sale of a ryot’s land and house for debt, Ixith are exempt in 
Bhannagar, and the former (if not both) in Morvi. In Ilydemliad 
the sale of either is said to be resorted to in extreme cases only. In 
Baroda only such porrion is saleable fis may he in excels of wdiat is in¬ 
dispensable for the residence and support of the ryot and his family , and 
sales are not favoured by the Caurts, The sale of movables is also 
under chamcteristic restricrions. Tu Baroda the ryot’s implements 
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and cattle necessary for cultivation, cookmg utensils and Rothes indis¬ 
pensable for daily use, ' the ornaments which a marrie^l woman must 
hare on her person as long as her husband ih alive^ (even if not hers, 
but her husband’s), and two months’ corn for the ryot and his 
family are all exempt. In Bhaunagar only agricultural stock and 
implements in excess of what is necessary for cultivation, as also 
the produce, may be sold.; and in Morvi the rule seems much the 
same. In Hyderabad the reservations embrace cattle and implements 
necessary for agriculture, seed-grain for the next season, grain for 
subsistence for six inontlis, and necessary apparel and cooking 
utensils. In all the States the fixing of instalments is common, and, 
whatever may be the standard rules proniulgated through a desire to 
imitate our judicial institutions and to obtain credit for well-organized 
government, a summary iiKpiiry into the facts of the ease, with 
scrutiny of accounts, and a more or less rough-and-ready adaptation 
of the creditor’s demands to tlie debtor’s means, appear to be the 
practice. This practice, being suppoid;ed by popular opinion, is 
probably less affected in individual cases by corruption, partiality or 
o})pression than might on general grounds be expected. Having 
held for many years intimate relations, official and otherwise, with 
Native States, wdieh in Bombay form one-third of the Presidency, 
T can say with confidence that, making due allo^vanee for the growing 
mischievous tendency to copy the British system blindly, the picture 
just presented is, on the wliole^ fairly typical of them all. 

This picture may, at first .sight, seem to exhibit conditions under 
which either the ryot can get no credit or the money-lender no 
returns. As a matter of fact, however, neither result occurs, because 
all the parties concerned—debtors, cieditors and rulers—thoroughly 
understand the limits to their several action which are essential to 
their several ends. No doubt the ryot has a hand-to-mouth sort of 
existence; but even this is endurable, combined wuth immunity from 
e\iction. I have come upon a passage in Sir T. Madhava Rao’s 
Administration Report of the Baroda State for 1875-76 so ably 
describing the position that I must ask leave to quote it at 
length :— 

Sales roust not be ronde so r{j?oroii8 as to crush or impair industrial energy or to 
induce its emigration. The Civil Cou-ts Have to be specially careful in regard to the 
last mentioned point, which mainlr concerns the ryots. These have frequent dealings 
with the sou^karB whose exacting tendencies are well known. The Civil Court should 
take up such a position between the xyoi and the sowTrar as freely to allow benefits to 

^0 
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pas8, bat effectually to arrest matnal injuries. The lyot here can never, as a rule, 
altogether dispense Tvith the services of the sowkar; for the seasons ere not so 
regular nor are the means of irrigation so extensive as to ensure equability or 
constancy of production. Again, fcho land-tax is in most oases Hxed, and absorbs a 
considerable proportion of the produce; and, ngain, the prices of produce fluctuate, 

changing the incidence of tho tax on tlio produce from year to year. In other werde, 
while the outturn of the land is necessarily varying, the ryot has to pay a fixed nnd 
considei-able tax, which must come from the land. In other words, ngtxin, tho 
exchequer has to draw a constant and continuous stream out of a fitful supply. Tho 
soii'kar by hia interposition meets the mech-vnical necessity of the problem. He is 
the receiver of the fitful supply, and en.ables the ryot to pay the sarkar equably. Ho 
often performs another useful function, namely, he enables the ryot also to draw fiora 
that fitful supply an equable subsi&tence for biniself and family. It is thus to him 
that both $arkar and ryot are indebted for eciUfiliaing to eneb, their annual receipts 
from a fluctuating source. He, therefore, fulfils very beneficial duties, and deserves 
to be conserved as an almost indispensable part of the rural orgnnization. At the 
same time, wo aro bound to see that he does not override tho interest of the ryots. 

. Let the Civil Courts enable the soukar to recover bis just claims from the ryots. But 
tho Courts should not permit the scyivkar to preFs the ryots to the point of crushing. 
This point should be well defined and ever kept in view. No process of the Coi rts 
should, without the concurrence of the revenue-oflicers of the sarkar, deprive tl ?0 
ryot of his land, of his ugrieultural cattle and implements to the extent necessary for 
the cultivation of that land, of his cottage, and of food and raiment according to tie 
necessity of himself and family. These should bn left to the ryot,.and, as a general 
rule, placed beyond the grasp of the sowkar. It should be understood that the first 
demand on the produce of the hind is that on account of tho snrkar tax j the next is 
that on account of the subsistence of the ryot nnd his family; and the bst is that on 
account of the debt due to tho sewkar. The suiqdus ivliich may be forthcoming in 
good seasons after meeting the first two demands mny ho made available to the 
sou'kar for the recovery of his advances made in or for the ryot in bad seasons. This 
being understood, the soivkar will onsil^'’ limit his advances to the prospects of such 
recurring surplus, and will not go beyond. This principle of adjustment, may be 
expected to. work well and to the adv’nntnge of all the parties concerned, provided 
that the land-tax is not so excessive as to trench upon the subsistence of the ryot and 
the retnnnerntion of the sotvkar in an average 5 "car. As a rule, tho principle is not 
novel in Native States, an.«l has been long in operation, more or less. Our new Civil 
Courts should recognize and respect it, and by no means set it aside. After what I 
have stated, I need hardly say that our Courts should not imprison the ryot on 
account of debts dne to the soukar and consign indu-Htriona hands to idleness, unless 
where the debtor may be fairly presnmed to possess the moans of payment and to 
withhold payment from a refractory spirit. 

The (Quarterly lier/ieu\ in an able and interesting sketch of tho 
Deccan published last April, further truly describes the useful 
functions of the inonej-lender in relation to both the State and 
society : — 

The village banker is essential to tho social system of the country. At once the 
purchaser of rural produce and tho local agtjife of t ie osntra^ mercantile firms, alike 
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the Tiling© shop-keeper and money-lender, ho enables the peasantry to (lenVe full 
benefit from a good season, and to moderate the recurring disasters of drought and 
flood. Without his aid the rent vrould not be realized. His functions in normal 
times are most important, but in the abnormal times of famine they are indispen¬ 
sable. Then the banker and 8bo|>-keepor is stimulated to double activity in both 
capacities. Ho adv-nnccs from his stores, food, seed, stock, and even monej' to the 
peasantry, who can offer nothing but their credit in return. By relieving the better 
classes of the community ho lossens the prossnro on the public purse. But ho does 
more than this. * Experience hns proved tho advantage of leaving the 

transport and distribution of food-supplies to private trade. * * * It is the 

sowk tr who sptns the gulf which separates want from plenty, and fulfils the functions 
of distribution which no State ngem^y can perform! 

The problem before us is how to keep the money-lender in his 
place, to encoumge rnd support him in all iisefuHunclicns, but to 
restrain him, as he is restrained in Native States, from becoming the 
enemy and oppressor of the poor. The leading principles of our new 
measure, then, should be to give both sides fair play, inste^ad oi setting 
the two classes by tlie ears; to diminish the r.sks of fraud in 
borrowing and extortion in repaying; to diminish the risks of loss 
in lending and excessive delay in recovery; to obliterate any stigma 
resting on our judicial institutions. AVc must foster due credit, check 
that which is undue, and allow free scope to all civilising processes 
and healthy relations between capital and labour, must hold 

the ryot responsible in our Courts for what he has really borrowed, 
not for what he has not, and make him repay by his own exertions all 
that he reasonably can repay, not set him free, by sudden, one-sided 
or ^ heroic ’ remedies, to enter on a fresh career of indebtedness. In 
short, we must seethe parties as they really are, in a condition of 
Oriental, not of European, civilization, and deal with them by the 
Indian experience of success in past generations and failure in the 
present, rather than by the intrusion solium of alien institutions 
which are in their own land the nsult of centuries of experience under 
totally different conditions. 

I will now endeivour to set forth, as clearly and fully as time and 
the occasion permit, tho principal provisions of the Bill I am intro¬ 
ducing, premising that, as tho latter is intended to supplement, modify 
and dovetail into the Civil Procedure Code, and it therefore in some 
parts presents to the unskilled reader a confused and imperfect aspect, 

I shall discard its arrangement, and endeavour to express in plain 
English the effect which its provisions (coupled with the code) are in¬ 
tended to produce. 


umrtty 
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first object aimed at is to establish precautions against 
fraud by either debtor or creditor in their original transactions 
with each other, and so keep them on good terms and out of 
Court, as far as possible. The Commission thus enumerate the 
chief frauds which are practised : — 

By creditors : (1) forging bonds ; (2) withholding the considera¬ 
tion mentioned in bond ; (3) obtaining new bonds 
in satisfaction of old bonds and of decrees, and 
nevertheless enforcing the latter ; (f) not giv’ing 
credit for payments ; (a) refusing to explain or 
wrongly representing their accounts to debtors. 

By debtora : (6) tendering in evidence false receipts and false 
evidence of alleged payments ; (7) pleading that 
bonds are false when they are really genuine. 

The next step contemplated is that, whenever serious 
misunderstanding unfortunately arises between money-lender and 
ryot, either party should lie able do resort to a friendly non¬ 
judicial authority bound to use his best offices to reconcile the 
two, and that no litigation should be commenced without a certificate 
from the Conciliator (as the authority constituted by chapter VI 
will be termed) that his endeavoura in this behalf have failed. 
Such Courts of Conciliation w-ere advocated by Sir John StrAchey 
just twenty years ago, and by xMu. Cusr in 1870 in the 
JRemeto. On the present occasion, their success m Trance was 
brou-ht forward last year by Sin Ekskin-r Perry in some Notes 
which have been published in India ; and the subject is suggested 
for consideration in the Secretary of State’s despatch already 
referred to. For details of the French system, derived from personal 
observation during a residence in France, I am much indebted to Mr. 
Fitzpatrick, the Secretary to the Government of India m the Legisla¬ 
tive Department. The proposed Conciliators will so far differ from 
the French that they will not have, in addition to 

conciliatory functions, a petty judicial jurisdiction (up to 100 francs, 
equal to Rs. 50), nor will they be able to compel the attendance of the 
defendant before them ; but they will, ia consequence, be unable to 
oxeroise undue pressure, which in India might perhaps under 
some circumstances be. apprehended. 





Closelj connected with the subject of ccuciliation is that of 
Panehayats, or arbitration by non-official persons or lK>dies, such as 
the Poona Arbitration Court, and of incoiiwratin" such arbitration, 
with more or less assistance and control, into our judicial system. 
The question is a difficult one in some aspects. All that I am now 
able to say is tliat it is under careful' consideration. * * * 

Supposing that, notwithstauding all the preceding pre¬ 
cautions, the dispute unfortunately' <levelo])s into litigation, the 
Bill next endeavours to place the Courts of law within easier dis¬ 
tance from the homes of the ix>.ople, and to make them more absolute, 
less technical, less dilatory and less expensive. I may here 
mention that, out of 4,650 villages in our four districts, only 
^9 per cent, are now within ten miles of their Courts ; 65 per cent, 
are from tea to twenty miles off ; 21 per cent, fixim twenty to 
thirty miles; and 12 per cent, between tliirty’ and si.vty miles 
distances which, in the ahseiiee of railways, represent a consider¬ 
able ineonveuieuce and loss of time to those obliged to attend. 
In pursuaiiec of the objects just named, chapter \ emiiowera the 
Local Government to appoint any Patel of a a illage whom it deems 
competent to be village-nuinsif for his own village, or, if desired, 
for other villages also ^v ithin a nulius of two miles. The munsif’s 
jurisdiction aviII he limiti'd to suits for money not exeetxliug ten 
rupees, and will gener.dly follow tlio model of the Madras villagc- 
munsifs sy'stcm, constituted under Madras Regulation 4 of 1816, 
except that the munsif will not have, as there, a further jurisdic¬ 
tion, hv'consent of parties, extending up to Rs. 100. The munsif's 
decision will be final, except in case of corruption, gross partia¬ 
lity or misconduct proved before the special Judge, to whom Twill 
presently refer. This Madras system is well worthy of attention. 
It is a remarkable fact that these munsifs dispose of nearly one- 
fourth of the whole civil litigation of the Presidency. In other 
words, some 45,000 suits, for which the people in Bombay might be 
dragge<l to our regular Courts, with all their attendant delay, cost 
and harshness, are in i^Iadras quietly di.sposed of at the people’s 
own homes without any one of these evils. Nearly the whole of these 
suits are for sums not exceeding Rs. 20, and nearly half for Rs. 5 
and under ; but the returns do not show how many of them are for 
Rs. lOancl under, and therefore tried without the coiuseut of both 
parties. It has been surmised that many of the disputes here dignified 
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by the iiJime of 'suits’ are so petty, that in Bombay they are 
never brought to a regui.ir Coiirt at all; hut the general statistics 
do not bear thi? out, as in the Bombay mcfassal in 1877 there were 
] 14/1.12 suits to a poj)ulation of 15^ millions, while in Madras there 
were only iy0,:290 to above ol millions. Again, I understand from 
Mk. Carmichael, Member of Council at Madras, who lias kindly given 
me much information, that the bulk of them are not between usurers 
and ryots. But the fact remains that a very inferior agency can 
dispose successfully, without appeal, of suits not lower in value, 
though differing somewhat in nature, from those with which we have 
to (leal. Although, however, villago-munsifs may thus be a fairly 
efficient institution in Madras, where they arc a survival of 
ancient times, and where society is still in a comparatively simple 
state, it would he impossible at the present clay to constitute them 
by law throughout all villages or village-circles iu our Dec^can 
districts. The people are now too independent, too active-minded, 
too irreverent to accept implicitly the tJecisioii of village seniors 
as such, or, as a native newspaper [)uts it, 'in the present times 
of freedom and liberty, when even children do not obey their parents, 
the village headmen have? no authority and influenced Even if we, in 
Boinhay, could successfully impose on our hard-worked and ill-paid 
jjaU/i" this, to them, novel function, there is the further diffi¬ 
culty in their case tliat the bulk of our petty suits are brought by 
money-lenders, with whom the ’would too often be, by want of 

education or by absolute interest, unqualified to cope. Our 
advanced conditions postulate a more skilled judi(^.ature, better 
Judg(>s, and, consequently, fewer of them ; and these the Government 
must in the main provide. At the same time, there can be no harm 
in taking advantage of the present opportunity to empower the 
Government to invest with petty jurisdiction up to Bs. 10 any village 
pnteh wdiom it may here and there find to be qualified by education 
and character*. We may hope that the number of such 

will gradually’' increase. 

Next above these new Muusif’s Courts come the existing 
Courts of Subordinate Judges, who are all trained officers, divided 
into two classes, with proportionate powers, and receiving salaries 
of from Rs. 200 to Rs. 800 per mensem. These Courts it is proposed 
to strengthen iu two ways. Their number will be increased from 
24 to o6, tlius diminishing their local jurisdictions and the distances 





EELIEP OP INDEBTED AGBICULTUTMSTS. 19 ^ 

from the peopIe^s homes; but this^ being an executive 
measure, needs not to be provided for in the Bil*. 7. heir powers 
will, moreover, be considerably increased. By chapter II of the 
Bill, all subordinate Judges in the four clisiriots will be invested 
with what are termed small-causc-court pow’ers, but enlarged so as 
to include mortgage-cases of the class in wdiich agriculturists are so 
commonly involved. And by chapter IV they will all receive jurisdic¬ 
tion in insolvency. The question of how far the summary jurisdiction, 
not open to appeal, wliich the small-e uise-coart model implies, might 
safely be entrusted to the two classes of subordinate Judge, has re¬ 
ceived careful consideration in connection Avith the opinion of the 
Secretary of State in paragraph 3*i of the despatch : T am inclined 
to think that the principle of summary jurisdiction without appeal 
might be conferred experimentally on all civil Judges in the Deccan 
with great benefit.’ It is considered that such jurisdiction may he 
conferred on the first class subordinate Judges up to the full limit 
allowed in the Mofassal Sniall-Cause-Courts Act, namely Ils. 500, 
and on the second chss subordinate Julges up to Rs. 1000 absolutely, 
and up to Rs. 500 by consent of the parties (on the analogy of the 
higher jurisdiction of village-munsirs in M idras). But three special 
safeguards are proposed iu chapter VII. Firstlj/, inspection, A 
special Judge will be appointed to inspect, supervise and control 
the proceedings of tlie subordinate Judges, munsifs and conciliators 
under the Act in all the four districts, and see its now principles and 
policy eflFectively carried out. The special Judge Avill be aided, in 
each pair of the four districts, by a special assistant Judge or sub¬ 
ordinate Judge, Avho will during the greater part of the year be 
engaged in travelling about, in.speeting and supervising all sub¬ 
ordinate Courts. In Bombay the Collector and his assistants similar¬ 
ly move about, inspecting and controlling the revenue and magisterial 
administration, mixing with the people, and, in particular, examining 
the civil work done hy mamlafAars, Long experience has proved 
that the system produces excellent results. Secondly^ revision. The 
powder of revision vested in the High Court by section of the 
Code of Ci^'dl Procedure is extended, on the analogy of section 295 
of that Code, to the special Judge, who will be enabled to call for 
and examine the record of any case and correct failures of justice, as 
also similarly to do il with cases called for and referred to him by his 
assistanti just mentioned. The powers of the High Court under the 
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will remain intact. Thirdly^ sitting Hn banco.’ The special 
Judo'e and the assistants with his authorization are enabled to stay the 
proceedings in any ease pending in a subordinate Court, and to sit with 
the Judge as a Bench to try it. The power of withdrawing a case and 
tr 3 dng it himself, or transferring it to another Court, which the district 
.fudge possesses under section 2a of the Code of Civil Procedure, will 
also be exercised by the special Judge, and by his assistants w’ith his 
authorization, d'hese pro\dsions will enable important eases to be tried by 
superior oflieers or a Bench, and promote that exercise by such officers 
of their personal example, and that enlargement of tlieir practical 
experience, which are thought so desiralile by the Secretary of State. 

In eonchiding this part of the subject, I should explain that tho 
amended jurisdiction will, for eouvenieuce’ sake, supersede altogether 
that under the Mofassal Small-Cau.se-Courts Act, and thus litigants 
who are not agricultui-ists will, in money cases, obtain throughout the 
four districts tho special advanteges designed for the latter. Also 
no special provision is made for subordinate .ludges moving about 
and sitting at different places, because they can be required to do 
so under the existing law. 

The procedure followed by the Courts under their new jurisdiction 
wall be pretty nearly that of Small-Cause-Courts, rvhich again differs 
but little, except as to recording evidence at length, from that of the 
Code of the Civil Procedure. One exception, however, is so import¬ 
ant as to require special mention. The Commission pointed out that 
the proportion of eases decided in Bombay eir parte, or in the aVisence 
of the defendant, vastly exceeded that in any other part of India. 
In the four districts the proportion ranged in 1870 from 00 to 74 
per cent., and last year from 57 to 00 per cent. This has been 
ascrilied to a variety of causes, of which the chief probably are ignor¬ 
ance of the ryot that he has a defence, want of means to pay a 
pleader, conviction that the Court, for want of time or other reasons, 
will not go into the merits of his case or look beh nd the bond, i>.Hir 
of irritating bis creditor by a defence or fraudulent non-service of 
summons. The various provisions of the present. Bill, however, 
completely alter the position. The obligation laid on the Court of 
going into the whole merits of the case, and, behind the bono’, if 
necessary, to which I shall presently allude, will remove the first 
three of the above causes of backwardness on the ryot's part, and 
will probably lead to liis more frequent voluntary appearance. But 
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that oblio-atioii can scarcely ever be successfully performed in his 
absence and without his help; and it is therefore considered indis- 
pensalde to make it incumbent on the Court ordinarily to exercise, 

in all cases of a defendant’s non-appearance, the i>ower of compellini? 

liim to attend, now vested in it by the Code for exceptional use. 
Compulsory attendance will meet the other two causes of absence 
above mentioned. Any hardship which it might be supposed to in¬ 
volve willlie more than balanced by the consequent better hearing 
of the case, and will, moreover, be much lessened by the proposed 
bringing of the Court nearer to the debtor’s home. 

Closely connected with the question of procedure is that of bow 
far effect slionld be given to the suggestion of the Secretary of State 
that possibly it would be desirable to exclude professional pleaders 
from the ‘courts -with snmmavy jurisdiction and without appeal up 
to a limited amount’ which he desires. Upon this point we have 
two precedents. The French Code excludes all skilled advocacy from 
the Courts of the Juf/es de Paix, whether in conciliation or trial of 
suits, in the following most stringent terms :— 

' Ancuns aroiies, greffiers, htiissiors ot ci-dey»nt hotnmfg de loi on proenrenrs ne 
pourront ropresentor les parties a ax bureaux de paix.’ 

The Madras Regulation for villago-muiisifs excludes professionals, 
bnt allows the deputation of a relative, servant or dependant so that 
for in.stance, a sowiar could send his gomashUi, and a rjot could send 
or bring with him a clever son or nephew, educab'd in a Government 
school.'' It may be true that where a case, involving even a moder¬ 
ate amount, is intricate, owing to mortgages or other exceptional 
circumstances, a fompet«‘iit pleader may be of much use both to the 
parties and the Court. On the other hand, it must he admitted that 
a pleader is a weapon at the command of the rich alone (one subordi¬ 
nate Judge even states that a pleader who often took ryot’s cases 
would lo.se his best customers); that in simple suits a pleader can often 
add nothing of value to what is in evidence, but only wastes time 
and introtliices confusion ; and that the presence of pleaders pre-dis- 
poses some Judges to decitie on what counsel put before them instead 
of going independently into the merits. Upon a balance of such 
coirrideiutions, the draft Bill follows the Madras law in excluding 
pleaders, but sulmitting non-professionals, in all eases before a village- 
munsif or conciliator. It also attempts to check the unnecessaiy'' 
employment of pleaders in higher Courts, by excluding pleaders' 
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fees from the costs awarded in cases before a subordinate Judge not/ 
exceeding Rs. 100, unless the Coni’t certifies that professional assis- 
taiice was necessary to the proper conduct of the case. The appoint¬ 
ment of a pleatler by the Court in cases where the debtor needs 
counsel but cannot obtain it, is also ju’ovided for. This has been 
suggested in several quarters, and seems reasonable. 

I must here venture to express my regret that a material simplifica¬ 
tion of the civil procedure with a view to saving delay and expense has 
not been found to be feasible. I see from official returns that in the 
Bombay Presidency in 1877, the average duration of uncoiitested 
suits was 132 days, and of contested suits 272. It is no doubt true 
that the intricacy of a suit has no necessary connection with the amount 
in issue, and that a mortgage for Rs. 50 may present the same 
features as one for Rs. 5,000; and it may be argued with much show 
of rea.>on that a Procedure Code should provide for all possible cir¬ 
cumstances, and be of general applicaction. At the same time, 
looking to the fact that, out of about fourteen hundred thousand civil 
suits of all kinds disposed of annually by the Courts of all grades in 
British India, some twelve hundred thousand, or 85 per cent., are 
for sums under Rs. 100, and six hundred and thirty thousand, or 44 
I>er cent, for sums less than Rs. 20, I cannot but feel, and I think 
the people feel too, that our Civil Procedure Code, with its six 
hundred and fifty sections and all that they involve, is in minor cases 
a burden almost too heavy to be borne. I trust tbe day may come 
when not only Deccan ryots but all India will obtain some relief 
in this respect. 

Having thus noticed the proposeil reorganization of the Courts, 
I proceed to explain some important changes contemplated in tlie 
substantive law which they administer. These group themselves 
round two main heads—the definition of a debtor’s liability and the 
mode and extent of its enforcement. 

A court proceeding to determine the amount of a debtor’s 
liability is met in limine (in our four districts at any rate) by 
the undenjable fact that, as Mr. Pedder expresses it, ^the passing 
of a bond by a native of India is often of no more value as proof 
of a debt he thereby acknowledges than the confession by a man 
under torture of the crime he is charged witJi.’ The Commission 
urge two ]X)ints,—that the money-lendei-s have learnetl, through our 
system, to use and rely upon bonds almost exclusively, and that 
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their bonds are mostly no correct representation of actual transac¬ 
tions. In close connection with this difficult}^ about bonds is 
that of usurious and of compound iiiterevst, whetlier only levied 
in the account, or also provided for in the bond. That the money¬ 
lenders do obtain bonds on false pretences ; enter in them sums 
larger than agreed upon; deduct extortionate premiums; give no 
receipts for and then deny them ; credit produce at 

fraudulent prices ; retain liquidated bonds and sue on them ; use 
threats and warrants of imprisonment to extort fresh bonds for sums 
not advanced ; charge interest unstipulated for, over-calculated, 
or in contravention of Hindu law, and commit a score of other 
roguenes—these are facts proved by evidence so overwhelming 
that I scarcely know whose to quote out of the five volumes compo¬ 
sing the Report of the Commission. Hence arises the question 
whether, as the Secretary of State expresses it, ^the Courts should 
be obliged to enter into the merits of every money-claim, whether 
for principal or interest, as they deemed just, and should in no ease 
give compound interest, or a larger amount of interest than the 
principal sum.* 

The answer in the affirmative has been maintained, in 
various quarters of not inconsiderable authority, to be in accor¬ 
dance with sound general principles of equity. Sir Arthur Hobhouse, 
in a note on the execution-sale of land dated April 28th, 
1874, when alluding to some remarks by man like Sir John 
Strachey, who treats the subject with equal sobriety and ability,* 
continues :— 

‘From my p<;mfc of view, I eay that, if what he has said, or the major part of it, 
bo now true, it can only be mot by a large increase of correctional power over 
contracts to be vested in judidal tribunals and strengthened by a usury law. In 
our own country the Courts of E(iuity invented laws for the protection, not only of 
persons of weak character and immature ago, but of expectant heirs, of revor* 
sioners—in fact, of all persons placed under temptation to make improvident 
bargains. When they came across the usury laws they made thorn subject to the 
more sweeping law created by themselves, and moulded them so as to produce 
fairly reasonable, though not very legal, results. They laid hold of mortgages under 
which the mortgagee became absolute ow ner if the debt were not paid by a certain 
day, and declared that the parties did not mean what they had said, but that 
notwithstanding the absolute foi*feitiire, there remained an equity of redemption 
in the mortgagor. ♦ • * I do believe that sensible .Judges, armed with n large 
power of moulding improvident bargains, and strengthened by a usury law in the 
back-ground, may administer more than a trifling palliative.* 
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Sir George Wingate wrote thus in 185:^ :— 

*Ifc romaiixs to bo shown liow it is that the creditor in our I’rovinces has acquired 
a degree of power oror his debtor wiiicb is wholly uulviiown in native States. This 
power, it is clear to me has been conferred by our laws, which enable the creditor to 
obtain a decree against a debtor for whatever may bo written in his bond, and 
enforcement of that docreo by the attach merit and sale of whatever pro[>erty, 
movable or immovable, his debtor may possess or acquire. * ^ * The first 

remedy I have to suggest is as follows. * * The enactment of a law to permit 

the Court to decree in all cases, on equitable coiisideration, whatever rjite of interest 
it may deem proper, but that in no case shall the total amount of interest exceed 
the principal ; and that tlie Court shiill also in all cases bo at liberty to fix the 
nmouiib of the principal on equitable considerations with reference to the amount 
which it may consider to have been actually received hy the debtor, and in'espective 
of the sum entered in the bond or acknowledgment of the debt.’ 

Mil. Peddeh says :— 

A bond should not be considered sufficient proof of a debt unless its antecedents 
will bear the light, and show that the consideration for wffiich it was passed was a 
fair as well as on actual one. # # # # *^ 

It appeaj-s to mo that some limitation of the rate of interest and some restriction 
on grossly unlair stipulations in contracts, aa contrary to Justice and public policy, 
are practicable and expedient.’ 

From ‘ The Jjand and the Law/ a well-known pamphlet by the 
IIoN^BLE Mr. Justice West, of the Bombay High Court, I take 
the following excerpts ;—► 


*If, on the one hand, therefore, the Ifitate must needs lend its aid to the creditor 
as an essential condition of material progress, it must, on the other hand, assign 
bounds and conditions to this aid, without which it will probably become an instru¬ 
ment of social and political mischief. Particular classes in England supposed to be 
specially subject to imposition or unfair usage,—as saameu and miners are protected 
against disadvantagoons bargains. The truth is recognised and acted on that there 
is no real equality, even of the roughest kind, between them and their employers. 
Still less can such an equality be assumed with safety in a community split up into 
sections, divided by the impassable barriers of caste and hereditary occupations. 
The extremes of astuteness and gullibility are thus fostered and brought into 
contact. * • * At an earlier stage, borrowing at interest in England, as else¬ 
where, was genei*ally an appeal of helplessness to avarice. ♦ ♦ * There are 

few who will deny that the India we have to deal with is much more like that 
earlier England tlmn the England of today. I»» the case of all obligations for a princi¬ 
pal of not more than Ks. 500, the Courts should have full power to treat any 
interest in excess of nine j>or cent, as simply penal, and to cut it down to eneb ra,te 
as should, under the circumstances, seem just. * • * Compound interest should 

bo disallowed, oousis.ent as it is with sound ccmmercial principles, in order to 
make it a disadvantage to creditors to leave obligations unsettled until the debtors 
are involved beyond redemption.’ 
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But upon this subject not only opinion but precedent are forth¬ 
coming. Of the manner in which our Government, a few years ago, 
deemed it necessary to protect tlie ryot we have a striking instance 
in a clause (still unrepealed) of the Bombay Regulation of 18^7. It 
runs thus :— 

Clause 2 .—And in the case of a cultivator of the soil sued upou a writLen 
acknowicdgmunt executed at a place which was not at the time of such execution 
under British jnrisfliction, if the circumstances are such as to convince the Court 
that the creditor might reasonably be expected to possess other proof of the ainount 
besides such written acknowledgment (the consideration received for the same being 
contested), then the said writing shall not bo held conclusive as to the amount, 
whether the defendant prove a deficiency in the consideration or not, bat the Court 
shall pass a decree for only such amount as the claimant may otherwnse prove to be 
duo. 

The law which precevled it, Regulation 1 of 18:i3, was even more 
explicit: 

Section 80 .—Whenever a cultivator of the soil is sued upon an acknowledgment 
in writing executed by him before the territory, where it was executed, came into tli© 
possession of the British Government, it shall be competent for him to plead tliat he 
did not i’eceivo a full consideration for the same, whereupon the plaintiff sliali be 
required to prove his debt in the same manner as if no acknowledgment had been 
oxecutecl; and such sum only as in the circumstances of the case is just and equit¬ 
able shall be allowed hi the deoree. 

The wisdom of our early legislators in thus dealing with the facts 
around them was greater than their foresight, which led them to hoj^e 
that with the planting of the British flag, and the establishment of 
^a regular system for administering justice^ tlie causes would pass 
away by which ^cultivators were easily induced to grant vvritteii 
obligations for larger sums than were due.^ 

M'liat the Bombay Government of Sir Richard Temple have from 
the first substantially advocated, and what we really need, is 
something approaching to a restoration of this early law, together 
with power to cut down unreasonable interest. The Court should 
set itself to do substantial justice in every case which came before 
it, instead of being satisfied with the letter of a bond, or the bald 
assertions of either party; and it should, of its own motion, make 
such imiuiry as it found necessary ’:o this end. On the one hand, 
a simple denial of eoiisideration should not throw the burden of j>roof 
on the plaintiff, but, on the other, if the circumstances were such 
that he ought to have clear accounts and evidence, and he failed to pro¬ 
duce thorn voluntarily, or on the Court's requisition, the Court would 
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w its owii conclusions against him accordingly* If he did not 
come into Court with clean handS; he would be entitled to little 
consideration. The Court should not go further in any case or against 
either side than sufficed to get at the truth of the matter, and to 
give an equitable decision. There appears no reason to fear that 
siicdi an exercise of its discretion by tlie Court would be either 
unfair to the creditor or demoi^alizing to the debtor. The objec¬ 
tions to u*sury-la\vs are well-known and so cogent that only special 
circumstances can justify special legislation. Even a niaxiinum 
legal rate of interest, however, had this advantage that, as Mr.'Wkst 
says, it set up a standard, and gave fixity to men^e vague ideas of 
what might reasonably be asked for the use of money in those 
numerous cases in which the loan partook but slightly of the charac¬ 
ter of a true mercantile transaction.^'^ Where the rate of interest is 
regulated by the ordinary law^s of supply and demand, interference is 
indefensible, unless, as in the case of interest after decree, the security 
be chan<»-e<l. But where, as Sir John Strachey has said, ^the condi- 
tions depend more upon the degree of simplicity in the hormwer, and 
of rapacity in the lender, than on anything else,^ no such respect 
need be paid to them—tlie less so that with Hindus we have the 
support of the law of duni-dujidtj and that the security will be greatly 
increased by the provisions for recovery to be mentioned shortly. 
It has been urged and with some truth, that there is nothing in the 
present law to prevent such enquiry and doing of substantial justice; 
that certain rulings of the Bombay and other High Courts are sugges¬ 
tive of this course and support clam-dnpaiy and that the provisions 
of the Contract Act as to undue iutluence are very wide. But, 
however this may be, the practice of the lower Courts is usually differ¬ 
ent, and there are good reasons to fear that, unless their duty m this 
respect be clearly expressed in the law, ignorance of rulings, press 
of work, indolence or a desire to get through cases rapidly, will, as 
hitherto, tend to prevent its performance. It may be pointed out 
linally, that Lord Cranbrook, besides confirming the sanction given by 
Lord Salisbury to the introduction of the Bombay draft Bill contain- 
iug provisions on the principle above referred to, appears to look with 
appiDval on ‘extending* the j>owers of Judges to modify the contracts 
entered into between man and man.^ In accoi'dance with this view, 
the first four sections of Cliaptcr III have been framed, and will 
apply to all determination of the debts of agriculturists which may 
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take place under the Act. The histoiy and merits of disputed or 
doubtful eases will be enquired into, and an flccoiiiit will be taken in 
a certain way if the Court considers the agreement not fair and 
equitable. 'Whether tliese sections express intelligibly, or will secure 
effectively, the action needed, seems doubtful; but they can perhaps 
be improved in Select Committee. Regarding this safeguard and ] 
those of registration and accounts already explained, I should perhaps 
observe that any ingenious person can imagine methods by which 
debtor and creditor in collusion may evade them. But the same may 
be said of many other most beneficial enactments. We can only help 
those who will help themselves; and I believe a large proportion of 
our Deccan petisautry will toke heart of grace to do so. 

A second important question affecting the determination of the 
amount of the debtor^s liability is that of the period of limitation. 
The old law of Bombay (Regulation 5 of 1827, sections 3 and 4) fixed 
twelve years in the case of debts supported by a bond, and six years 
in the case debts not so siip[X)rted, as the periods within whicdi ci\nl 
suits for recovery must be brought respectively. By Act 14? of 
1859 these periods were reduced to six and three years respectively, 
with the further restrictiou that a debt supported by wntten con¬ 
tract was to come under the three years’ period, unless it was 
registered. This is the present law, Acts 9 of 1871, and 15 of 1S77 
having made no material change. There is an almost universal 
consensus of opinion that, as the Commission .say, Hhe reduction 
in the penods of limitation has been the cause of considerable 
hardship to the debtor.’ Under the old law% the debtor wa.s 
rarely sued or called upon to renew the bond till near the expiration 
of the twelve years, and then he was, at most, sued under the 
provision of dam-dnpat for twice the principal sum lent. But under 
the law since 1859, the creditor is forced within every three years 
either to sue the debtor, or to obtain from him a fresh bond for 
principal and any accumulated interest. In practice, he does so nearly 
every two years, in order to make sure of not missing the period 
through any accident or default. To show the difference between 
the two laws: Rupees 100 at 9 per cent, become Rs. 208 in 12 years; 
but if the bond be renewed triennially, the amount is raised to 
Rs. 260. At the higher rat-es which are but too common the effect 
is more startling. Ruiiees 100 at 25 per cent, become Rs. 400 in 
twelve years; but renew’als everj^ two years produce a total of 


WNlSTff^ 


RELIEF OF TJi'DEBTED AORTCULTUUtSTS, 

I^s. ],180! That these results are actually enfoi'ced in pi-aotiee 
is amply proved by the evidence taken by tlie Commissiou, from 
whicli Mr. Pkddeu (in an interesting article in T/te Nineteenth Ceninry 
for September 1877) gives a few illustrations. In short, the debtor 
thus suffers the cost of writing and stamping a. new bond ; is charged 
eouipoun'l interest instead of simple; often has to bear the expenses 
of a suit ; and, hi^aily, is frequently obliged also to submit* to a 
large nominal increase of the principal, as the price of the creditor's 
forbearing to sell him entirely up, or to have him aiTesttnl and 
imprisoned. It is perhaps unnecessary for me to quote numerous 
authorities at length to prove these general results. The collective 
opinion of the Commission has been stated. Mil. Auckland Colvin 
summarizes the evils, and favours a change. Mil. Sawbhupiiasad has 
treated the subject with much minuteness, and strongly urges 
the restoi-ation of the old Bombay law. Revenue and Judicial 
Ofbeers, both Native and European, take the same view in their 
letters to the Commission. Mr. Pedder has been quoted already. 
Mr. Wedderburn, in a rej)ort specially called for by the Bombay 
('4overnmenl, advocates a twelve and six years’ limit; and it 
has, I observe, been adopted as desimble at a public meeting of the 
inhabitants of Poona held not long ago. The Collector of Poona gave 
evidence to the same effect before the Famine Comniiission. 

The only plea wdiich has, as far as I am awam, been advanced 
in favour of the three-years’ penod is that, it obliges the making up 
of accounts at short intervals, thus enabling the ryot to know how 
he stands, and preventing his being deeply involved without his know- 
ledge. This objection had, undoubtedly, veiy considerable weight 
at the time it was made. Whether the benefit of a short account, 
thus secured by a three-yeare’ limitalion, outweighed the evils of 
a new bond, compound interest, &c., which it entailed, is a point 
upon which there may well be difference of opinion. But the whole 
aspect of the question seems to be changed by the provisions in 
Chapter 0 of the Bill regarding receipts and statements of account. 
Taken in connection with section 17, which enables any agriculturist 
to sue for an account, and to get a declaration of the amount 
really due to him under all the new and searching provisions of the 
Act, it would appear that the object of short accounts \vill now be 
attained, and perhaps more efficiently than it ever could have 
been by the indirect expedient of a limitation-law. Under these 
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circumstances, it is proix>secl to restore, by section 72, the old 
Bombay law. 

I now proceed to the second head—the mode and extent of 
enforcement of ec|uitably determined liability. In the execution of a 
decree by sale of movables, the necessary wearing apparel of the 
judgment-debtor and his wife and children, his implements of 
husbandry, and such cattle as the Court may deem necessary to enable 
him to earn his livelihood as an agriculturist, are now protected by the 
amended Code of 1877 ; so it has not been thought necessary to go 
further. As to execution against the person by arrest and imprison¬ 
ment, I rejoice to state that it is now considered expedient to 
abolish it altogether. Imprisonment will still be inflicted as a 
punishment for fraud detected on insolvency; but that is a totally 
different thing. The maintenance of imprisonment for debt, as 
found in the Indian law, is equally indefensible in principle and in 
practice. As to principle, the Deccan Riots Commission make 
clear that point, utilizing the opinions of Joux Stuart Mill. Their 
appendices teem with evidence in detail as to the extortion and 


wrong of which the warrant of arrest becomes in jiractice the engine. 
Unacknowledged payments, fresh bonds for sums uniulranced, life¬ 
long slavery, and even female dishonour may all be obtained—the first 
three constantly, by tho mere production of the warrant of arrest 
without enforcement. They say, for instance, that in 1874 ^it 
would seem probable that somewhere about 150,000 warrants had been 
used as threats only.* The outcry against imprisonment from 
officers well qualified to judge of it has been uniform and persis¬ 
tent. Its abolition is unanimously recommended l)y tho Deccan 
Riots Commission. Mr. Redder and Mms Nightixgat.e have in The 
JSHneteenih Century brought the evils it causes, prominently before 
the British public. Sir Erskine Perry gives its abolition his 
Tmqualified approval* in a note dated December Jst, 1877. Judicial 
officers and pleaders take the same view as the executive. Were it 
even defen.sible in theory, which we have seen that it is not, the 
abuses to which, in a country like Western India at least, it is 
proved to lead in practice, afford sufficient ground for its condemna¬ 
tion in the districts to which the Bill is to apply. The case has 
already been once laid, though less perfectly and authoritatively 
than at present, before the Governor GenemPs Council in the 
debates on the Civil Procedure Bill. The representations 1 then 
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made had the warm concurrence of Sut Edward Bayley and the 
learned Advocate General for Bengal (Mr. Paul). The discussions in 
Select Committee as well as in Council showed that the objections to 
the measure related less to its principle than to the other arrange¬ 
ments, sueli a.s an efPective insolvency-law and a speedy recovery of 
homi debts, by which it ought to be accompanied. These the Select 
Committee and the Council could not see their way to, owing to the 
insufficiency of the judicial machinery in the raofassal; and the 
matter may be held to have been deferred rather than negatived. 
But the present Bill provides all these necessary acconipaiiimeats 
for the districts to which it is to apply. Imprisonment was, at 
best, a barbarous device to meet the case of a debtov^s concealing 
his property or refusing to give it up. Under the draft Bill, it 
will be quite unnecessary for these purposes, and reserved for cases 
of flagrant fraud or dishonesty in insolvents. In this altered 

position, I trust that no hesitation will now be felt by the Council 
in abolishing a system which has been proved to be grossly abused 
as an engine of extortion, and is in opposition to the legislation 
of the civilized w^orld. 

The ease of execution of a decree by sale of immovable 
property remains for notice. The problem of whether such sales 
should be enforced —one of the most difficult by which Indian 
administration is beset— is entirely the creation of British i*ule. 
Although the later Hindu law pernntte<l the sale of land ^on proof 
of necessity’ and ilahomadan law placed no bar to it wdiatever, the 
general feeling of the country, against alienation of ancestral 

lands, coupled with the trifling value of the right of occupancy 
and the political objections to expropriation felt under a Native 
Government, to whieb I have already alluded in my sketch of the 
system of Native States, apj>ear to have co-operated to prevent 

sales to any noticeable extent. But under our judicial system 
The sale of land registered in the collector’s book is’ (as observ¬ 
ed by Lord Stanley in a despatch of January ^oth, 1859) The most 
ready way of enfoicing a judgment : it gives the least trouble to 
both the creditor and the Court, and holds out every inducement 
to both to resort to that mode of satisfying the decree in pre¬ 

ference to any other, even in the most trifling cases.’ The Code 
provides, indeed, an alternative to sale of the nature of an elegit, 
or temporary alienation, by allowing the land to be placed under the 


RELIEF OF INDEBTED AGRrCULTlUlLSTS. 


171 



uianygeinent of the collector for a term of year.s, not exceeding 
twenty, whenever there is reason to believe that the liability can 
be thereby cleared oif. Ibit the sections enacted in 1859 were not 
efficient for the purjwse in A'iew^ and therefore little acted on. 
Those substituted in 1877 accidentally became almost unintelligible 
and we are now amending thorn. Ibnetically, therefore, sale has 
hitherto stood in the Code unfettered. The extent to which this 
judicial system iias been allowed to play varies remarkably in 
different parts of India. In Lower Bengal a zaminflari and certain 
subordinate tenures are freely sah^able, but the tenure of an 
occupancy-ryot is not; ' and tlie local legislature are just now 
considering whether transfer shall be allowed, provided the 
puichaser be a brother-ryot and not a money-lender. Saleability 
ill execution will, of course, follow power to transfei. In the 
Punjab, hereditary or joint-acquired land cannot be sold in execution 
without the sanction of the Chief Court, or other land without 
that of the Commissioner. In the Central Pixivinccs and Oudh 
ancestral property connot be so sold without the sanction of the 
Chief Commissioner, or self-acquired property without tliat of the 
Commissioner. In Ajmer all sale is absolutely prohibited. In the 
N.-AV. Provinces, Madras and Bombay sales are iinrestricted. The 
position of the question as I have just described it is generally 
admitted! to be unsatisfactory. In a correspondence originated by the 
despatch of Lord Stanley already quoted, carried on through the last 
twenty years, and now here embodied in some four hundred pages of 
print, the question of a remedy has been discussed by the most able 
administrators throughout India. The alternatives of making land 
by law absolutely unsaleable for debt; of enabling proprietors to make 
it so by voiimtary trusts or entails; of limiting sale (as in some 
native states) to any surplus unnecessary for the subsistence of 
the proprietor and his family; of replacing sale in execution by 
usiifi-uctuary mortgages for the debter^s life, or a maximum term of 
years; of restricting sales to specifically pledged land; and of 
confining the power of sale to the Chief Court of a district—all 
these have found jxiwerful and zealous advocates. In favour of 
restriction generally, it is urged that to a community whom a variety of 
circumstances combine to constrain or tempt int^ debt, the addition of 
the laud to the security they can offer is no advantage whatever, but 
the reverse. It merely amounts to a permission to live on capital, instead 
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of living on income, finiicipated ptn’liaps, but still only income. The 
proces:', of living on capital is but a short one, all the world over. 
Abolish the whole land-revenue to-inorroA\', and the process would 
merely be soinewliat prolonged. The inevitable end imist come at 
last, but its eoneomitauts of eviction and penury will, where the evil is 
wide-spread, lead to large charitable relief in famine—perha]>s 
evoutually to a poor law, and are also, in parts of India at least, 
politically dangerous. But the conclusion of this Council when 
passing the Civil Procedure Code, as explained most fully by Siii 
^ AiiTHiitt Hobhouse in a remarkable speech on March 28th, 1877, was 
^ that, though special measures might be admissible iu particular 
‘ localities, the plan of tempomry alienation tiirough the Collector for 

a term of years, whenever the property would be idtimately saved 
thereby, being izi accordance with the j)ast coui’se of legislation 
regaidiug laud ill England, and not inequitable, desened a fair trial; 
and that, before going further, an attempt should be made to give 
life to the inteutious of the legislators of 1859, which have to a great 
extent failed of effect. 

INIy’ objc^ct in this statement of the position of the land question, 
which 1 fear may be deemed a digression, is to account for the absence 
in the Bill of any attempt at a final comprehensive settlement of it, 
and at the same time to show the connection and admissibility of the 
tw'o limited measures which are propostxl. Section 23 exempts the ' 
land of agriculturists from attachment and sale unless it has be 3 n 
specifically pledged. The equity of thus restricting a creditor’s 
security lias able champions in the geneml conesporidence alreatly 
referred to. But in Bombay the question is mainly one of fact, 
whether the existing debt can be held to Lave been, on the whole, 
contracted in view of the security of unjdedged land. Keeping iu 
mind the large propoi*tion of such debt w’hieh the Commission found 
to be ancestral, the recent date (1865) of the legalization of transfers 
of occupancy, the known reluctance of the ryots to pledge their 
land, and other considerations, the first local authorities have decided 
that it cannot. I must confess to some misgivings as to how the 
exemption may work in practice. The money-lender may everywhere 
make the execution of a bond, laying on the land all his existing 
unsecured advances, an indispensable condition of further accommoda¬ 
tion. At the same time, the e^emj^tion rests as to the past upon a 
perfectly intelligible and reasonable basis, while as to the future, the 
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proposed village-registratiou will at least ensure that every ryot 
when lie pledges his land shall nnclerstaiul what he is doing, aTid 
insolvency will open to him a loophole of escape when unreasonably 
pressed by au extortionate creditor, if he prefers that alternative. 
The second measure, also contained in section 23, is the grant of power 
to the Court, when passing a decree or subsequently, to direct the Col¬ 
lector to pay off the amount by managing, for not more than seven 
years, any land not speciileally pledged, after deducting a niodioum 
sufficient the support of the debtor and those of his family depend¬ 
ent on him. This course, which is only a new a^^plication of the 
principle of temporary alienation, will add greatly to the creditor's 
security, while dimiiiisliing the worry and exjxfiise to both himself 
and the debtor; but I reserve further exposition for the Insolvency 
chapter, where analogous provisions occur. 

While thus conteinjilating the continued recovery of debts from 
movables and land, however, policy no less than justice demands 
that the last refuge of an effective insolvency'-law should be pro¬ 
vided for the debtor. Such a law^ is reall}* the iFoitom of the whole 
matter. Compared with w hat we mean to compel a man to pai/^ the 
question of wdiat wo shall hold him to owe sinks into insignilicanee. 
The need for it has been generally admitted for a long series of years, 
and has led to various legislative eifoi*ts and measures. Sir George 
WiNGArn in 1852 advocated strongly ‘tlie enactment of a simple and 
equitable insolvent-law to enable a debtor hopelessly involved to free 
himself from all \m liabilities within a liiultecl period'; and, so recently 
as December 23rcl, 1877, ho wrote thus: ‘Of all the remedies 
proposed, I estimate the Insolvency Act as of the highest iini^ortance, 
and as likely to prove the most efficacious.' Sir Bartle Frere in 1853, 
\vhen Commissioner in Sindh, issued Rules which worked well, but 
w'ere superseded in 1801 by the Code of Civil Procedure. Mu. 
William Frere, Member of Council at Bombay, introduced into 
the Legislative Council there in 1863 a Bill based on these Rules and 
the Insolvent Act of the Presidency town (11 & 12 Yic., cap. 21), but 
applicable to the whole Presidency. It was carefully matured in 
Select Committee, but was eventually withdrawn in 1867 foi\a variety 
of reasons, of which the expediency of aw'aitiiig the result of con¬ 
templated legislation in England was one of the chief. Sir James 
Stephen in 1870 introduced into the Legislative Council of the 
Governor General an Insolvency* Bill applicable to all India. It was 





tiiken iilinost entirely from the EnglLsh Bankrii])tey Act of 1860; 
and on circulation to the Local Ciovornmonts was genei'ally held to bo 
too (joinpheated and unsuited to the circumstances of the Indian 
mofassal. In J872 Mk. (now the Hox'ble Jostioe) West, Judge of 
the Sadar Court in Sindh, pro]x>seKl a Hill with the essential featurevS 
of the original rules of that Province; hut the matter was not 
proceeded with. The measure generally is also ad\ocated in his 
well-known pamphlet, ‘ The Jjand and the Law/ In 1872, also, the 
Punjab made a inaterial stej) in advance in the Laws Act then 



Uix)n tlio acknowledged harshness of the Indian law of Insolvency 
as it stood up to 1877, I nee<l not enla?‘ge. The new Code of that 
year, together with the amending Bill, which will, I hope, be passed 
at our next sitting, have so far relaxe<l it, that a debtor arrested 
or imprisoned, or whose property has been attached, may, b}' a|)p]icta- 
tion, obtain a general iiupiiry into his affaii’s, a declaration of 
insolvency, and a release, if in jail (with iintnunity from sul)sequeiit 
arrest for the scheduled debts) on hud fde surrender of all his 
property. A judgment-creditor also may apply for such declam- 
tion. A final discharge may also be gjuiited by the Court at its 
discretion where the debts do not exceed Rs. 200, and is in any case 
acquired on payment of one-thii’d of the scheduled debts, if the 
assets do not produce more, or after the lapse of twelve years. The 
law is still, however, most defective. Application may not be 
made by a debtor until piwess has issued against him; arrest is 
retained, and imprisoinneiit, though for a shorter period; all pro];>erty, 
except the movables exempt from sale in execution, must be 
surrendered; the debtor may be summarily iniprisontx! for a year, 
'at the instance of any cretlitor,* for concealment oi’ bad faith, while 
no such i^enalty awaits the creditor; and, in some cases the debtor's 
future earnings will be unreasonably buixlenal, while in others the 
creditor will not get what might fairly be recovered for him. Finally, 
the w^hole becomes a farce through the restriction that the Court may 
not grant a declaration unless it' is satisfit^’ that the debtor ' has 
not, knowing himself to be unable to pay his debts in full, recklessly 
contracted debts,’ as if persorns able to iw in full w^ere the usual 
customers of the money-lender. 

The fact is that insolvency-law for the Indian mofassal made an 
altogether false start. In England fraud by the debtor is the chief 
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and even the legislation of 1869 has failed throngh his 
ingenuity; in India fraud by the creditor has almost solely to be 
guarded against. In Itngland insolvency is presumably a man^s 
fault; in India it is presumably only his misfortune. In England 
embarrassment ordinanly arises from gross extravagance or reckless 
trading: in India one or more bad seasons, the loss of a bullock 
or two, or the religious iiecesshy of marrying a child, are 
its most frequent origin ; extortion and fraud by cieditois help 
its onward course. Yet in England insolvency has hitherto 
been treated more ienieiitly than in India. JTisfortune has here been 
made a crime, for which even life-long slavery might not atone. 
Surely, we must divest ourselves of much confusion of ideas. Whether 
a man is insolvent or not is a mere question of fact, quite uncou- 
nected with the enquiry how he came to be so. How much he can 
repay, without being made a useless or dangerous member of society, 
is a mere matter of calculation, into which the moral a.spects of his past 
conduct cannot enter. To such enquiries, ideas of revenge and punish¬ 
ment are altogether irrelevent. Imprisonment is only appropriate 
for coneeabnent, contumacy and other forms of fraud. To declare 
an agriculturist insoH'ent when he is so; to set a reasonable time 
before him during which lie shall work himself free and reserve the 
means therefor ; and eventually to start him afresh with the lesson 
of experience, seem more sensible than to lock him up for a time 
while his family are starving, and then turn him adrift a beggar. To 
tlv^ creditor certainly the former course will be the more profitable, as 
also to society. 

In accordance with those principles, the Bill, in the first place, 
provides (section 20) for the numberless petty cases in which the 
means of the debtor, the claims against him, and his partial or total 
inability to satisfy them, come before the Court in the course of the 
suit or application for execution. Where thi.s is so, it is far shorter, 
simpler ami less tronblt*some to all parties to empower the Coui-t at 
once to settle the matter than to let it go on through the perfectly 
useless, but costly and vexatious forms of taking out execution, and 
applying for declaration of in.solvency. Where the case is quite 
simple, the Court will, therefore, release the debtor from any balance 
which it is satisfied he cannot pay. When there are several creditors 
or other complications, and the amount exceeds Ils. t50, it may at 
once direct the taking of insolvency proceedings. Again, where such 
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prooeecliiig-s are instituted, either so or on the application of either 
debtor or creditor, ascertained insolvency will be at once admitted, 
and the Court will proceed to turn the available assets to the best 
advantage* To avoid the frecpiently ruinous loss through selling 
movables hy auction, the, Court may hand over articles at a valua¬ 
tion made by asseseors. As to immovable prrperty, any portion 
specifically pledged for a scboduled debt may be let rent-free for a 
premium for a, term not exceeding twenty years, instead of being 
sold if tbe debt can thereby be cleared off. Portions unpledged may 
be handed over for a term not exceeding seven years to the Collector, 
who will assign to,tlie insolvent sufficinit to maintain himself and 
those of his family dependent on him, and lease the remainder for the 
benefit of the creditors. Tn practice, the lessee will probably some¬ 
times be a creditor, but more often the insolvent himself under due 
security. If tlie debts cannot be fully paid off hy these measures, the 
insolvent will be cliseharged from the balnnce. The proposal which 
has been made that the fixed ])eriod should be subject to the life of 
the insolvent has been rejected as too unfavourable to ihe creditor. 
The limit of seven years has been fixed after careful consideration 
of the various proposals relating io temporaiy alienation contained 
in the land-sale correspondence already spoken of- If a man’s debts 
are so heavy that he cannot clear them off in this time, it is 
better that he should get a discharge for the balance, than that he 
should drag on as a slave without hope of freedom or stimulus to 
exertion. 

Reviewing the Bill broadly, it may fairly be said to secure, to 
an extent not bitherto attempted, (1) precantions against fraud by 
either debtor or creditor in their original transactions with each other; 
(2) interposition of friendly conciliation between disputants, previous 
to litigation ; (3) approximation of the Courts to the homes of the 
people; (4) some small simplification of procedure and diminution 
of the expense and technicalities arising from legal prat-titioners; 
(5) equitable jurisdiction to reduce all exorbitant, fictitious and 
fi’aiidulent claims; (6) finality of judicial decisions, subject to ade¬ 
quate safe-guard ; (7) prompt and unfailing enforcement, throrgh 
the collector wdien necessary, of all adjudicated claims of reasonable 
amount j (8) discl.arge of the debtor from such claims, or balance of 
them, as, after all reasonable enforcement for a long period, could not 
he fully realized except by demoralization or life-long bondage. 
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Such a result, while falling; not short, iu favour of either debtor 
or creditor, of what is fairly commensurate with the nature of the 
case, the auiloi^y ot law iu other countries, the rules of pecuniaiy 
1183 1 and supply, and the strictest ecjuity, goes no farther in reform 
thin the poUticil necessity of a [)rouii>t and effective remedy for tho 
social disorders uf the Deccan appears imperatively to demand. 

If I am asked what I think will piobably be the effects of the 
measure, and how far I expect it to be successful, I must reply that, 
aUhon^Wi I cannot undertake to answer for all the detailed provisions 
of a Bill which is the outcome of revision at more hands and autho¬ 
rities than one, T think that it cannot hut he most beneficial, and that 
it will to a groat extent meet the needs of the Deccan, provided 
it he supplemented by executive action in the directions already indi¬ 
cated. Of course, no one expects from it the ab<>lition of indebted¬ 
ness for all time. The ryots are ‘depressed and crushed by a variety 
of concurrent causes.^ With only one class of these, though, perhaps 
th-! la"g!st, d >33 the Rill profciS to deil, b it in a way which may 
reasonably he rewarded with success. A.t least, it gives effective help 
to every ryot who is disposed to help himself. The reorganization 
of the Courts is favourable to all parties. The relations of debtor and 
creditor are ad jiHto I on fundament.al principles, equitable as between 
the two, a.n 1 essential to the cohesion of swiety. A man should j>ay 
what he really owes, and no more ; but his cretlitor should not be 
allowed to use the State for the purpose of beggaring and enslaving 
him. 0.1 the other hand, we cannot justly and reasonably legislate 
for t.lie summary relief of the dehtor from unjust and extortionate 
claims, unles.s we also give to the creditor full and effective aid in 
obtaining all that is fairly due to him, and reasonably recoverable. 
A ere litor’s difFicnlties when he has got his decree .should be reduced 
to a minimum. If we make the decree a just one, it should he effect¬ 
ively enforceable. Without ample provision on this principle, the 
destructioir of the lyot^S' crovlit or his bondage to secret and extor¬ 
tionate a'jTeemenis must ensue, and all our wcll-iiitciitioncd interler- 
ence will do harm iris'eal of good. With such provision, the measure 
wiM lilt injure the rvot’.s Icgiti.nate credit, but improve it. Against 
all pr>t i 03 'i 3 itl.r)s t) th ‘ onti iry, I .sat the actual f.tcts observable 
in native states. Tiie ryots there get all the credit that is good 
for them. I have no faith in the virtues of unlimitefl ‘tick’. Borrow¬ 
ing and lending with a view to securing permanent enslavement will 
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no doubt be checked ; and so much the better. Bona fide debts should 
be more easily recover«I, and more reasonable interest would thus be 
profitable. Finally, a legitimate mode, more practicable than anj'^ 
yet suggested, will be provided for gradually clearing off the mass of 
existing debt which now weighs upon the people and stops all im¬ 
provement, while the great institution of a peasant-proprietary, which 
is at once essentially Indian and considered in Enro])e the best form 
of tenure for a free people, will not be destroyed. 





\^Extrach/roiii the Proceedings of the Govenior-GemraVs Council, 
dated the 2ifli October, 18797^ 

Deccan Agiucultirists^ Relief Bill. 

Sir T. Hope said :— 

Considerable criticism has been directed against section 2:^, 
which exempts land from attachment and sale in execution of decrees, 
unless it has been specifically pledged. In my introductor}’' speech 
I sketched the ])osition of the laud-sale question, and explained the 
reason for the absence from the Bill of any attempt at a final com- 
prehemsive settlement of it, and for considering the restriction of sale 
to specifically pledged land to be equitable. In the decision of the 
question I had taken no part, as this restriction had been pix>posed 
by the Bombay Government, and accepted by the Government of 
India and the Secretary of State, before my connection with the Bill 
commenced. I ventured, however, to express my views as follows :— 

I must confess to some misgiviugs as to how the exemption may work in practice. 
The money-londor may everywhere make the execution of a bond, laying on the land 
all his existing unsecured advances, on indispensable condition of further accom¬ 
modation. At the same time, the exemption rests as to the past upon a perfectly 
intelligible and reasonable basis, while as to the future the proposed village registra¬ 
tion will at least ensure ‘that every ryot when be pledges his land shall understand 
what he is doing, and insolvency will open to him a loophole of escape when 
unroasonably pressed by an extortionate creditor, if he prefers that alternative. 

My doubts have now been more than echoed by Mr. Justice 
Maxwell Melvill and Mii. J ustice West, the former of whom predicts 
that loans excepting on mortage, will soon be unknown; while the 
latter, concurring in this, adds that the mortgagee will, by the opera¬ 
tion of the Bill, be driven on to become a purchaser, and the ryot 
will have no alternative but acquiesce in sale. Here I would only observe 
that the most demonstrably correct economic calculations are liable 
to be defeated by moral and seutimental causes, and that it by no 
means follows that mankind will do w'hit logically they ought to do. 
It may be that the affection which the ryot beam to his land will 
lead him to defeat his creditor by insolvency; that the competition 
amongst money-lenders, which the Deccan Riots Commission report, 
will check the exaction of landed security; and, best of all, that 
the difficulties of borrowing will tend to keep the ryot^s tran- 



sactions within his means. The issue can only be known upon ex¬ 
periment. But it seems clear that the course which has been adopted 
was the best under the circumstances. No solution of the land-sale 
question generally admitted to be "satisfactory is forthcoming. Mr. 
Justice Melvcel candidly admits that ho Iris not got one to produce; 
the reservation to the ryot by ^a kind and impartial authority’ of 
the * minimum of land^ requisite for ^ a decent subsistence/ which Mr. 
Justice West adv^oeates has been sev^erely criticized, directly and in¬ 
directly, by very com])etent authorities. To h.ave j>ostponed relief 
to the Deccan till this question was settled for all India would 
have been little less than criminal; to have m.ide no attempt to check 
the rapid alienation of ryots^ lands, by a method equitable in itself 
and offering the chance of even a limited success, would have been 
neglectful. At the same time, it is also clear that the land-sale question 
cannot be 2 )ut oft much longer; and I earnestly hope that what has 
been written, said and done upon this Bill may aceelerato its solution. 

I must now notice the important subject of management by 
the collector, provided by clause of section 22, and by section 29. 
In my introductory speech I said that — ^compired with what we 
mean to comi>ol a man to jo the question of what we shall hold 
to sinks into insignihcance^ and, again, that 'we cannot justly 
and reasonably legislate for the summary relief of the debtor from 
unjust and extortionate claims, unless we also give to the creditor 
full and effective aid in obtaining all that is fairly due to him and 
reasonably recoverable. A creditor's difficulties when he has got his 
decree should be reduced to a minimum. If we make the decree a just 
one, it should be effectively enforceable. Without ample iirovision on 
this principle, the destruction of the ryot’s credit or his bondage to secret 
and extortionate agreements must ensue, and all our well-intentioned 
interference will do harm instead of good. With such provision, 
the measure wnll not injure the lyot’s credit, but improve it^ 

In short, I look upon this provision as the keystone or 
test-point of the Bill. If it works weW, the ryot’^ credit will 
be secured on a satisfactoiy basis: if otherwise, his borrowing, 
even for reasonable purposes, within the limits of his tjue means 
will become most difficult, while the alternatives of absolute 
rion-transfei*ability of land, cr eviction and a poor-law, will 
stare us. in the face. I note, on the one hand, that the Poona 
Sabhft* Mr* Mckjrb and Mr* Naylor doubt the oollootwr’s power to 
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inauage vast numbers of small holdings, while the Commissioner and 
the other two Colleetoi's consulted express no misgivings on the 
subject. I myself consider that there need be no fear of failure, 
provid id it be, from the first, recognized that the duty is important 
and difficiilb, nob to be performed bv mere perfunctory orders, 
piisscd on from the Court to the kulkdrni through an ititorvening 
chain of little-heeding functionaries. Success will, I anticipate, 
lie most frequently in a pretty c^ose adherence to the system in 
native states, and to the provisions for security and recovery 
still extant in our law, though of late years little resorted to. 
If the ryot be retained as cultivator wherever possible,—if a 
reasonable rack-rent be im[X)sed, personal security exacted, precau¬ 
tions taken against making away with the crop, aid given when want¬ 
ed in securing a fair price, and payment required at the time 
means are forthcoming, I see no reason why satisfactory results 
should not be attaijiod. But careful supervision by assistant or 
deputy collectors and mamlatdurs will be indispensable ; and possibly 
the apiX)intTnent of a special officer for a few months to start the 
system in the four districts might be advantageous. These, how¬ 
ever, are details, which wall, 1 doubt not, receive full attention 
from the Local Government. * * * 

A consideration of the eliapter on Insolvency, together 
with the sections about going behind the bond, suggests the interest¬ 
ing question as to whether their combined effect may not he to 
destroy credit, put a stop to money-lending, render the revenue 
irrecoverable and bring the country to a de id lock. On this point 
Mr. Justice M.iXWELi. MiiLviLL, who, I hope I may say ivithout 
offence, has treated the problem forced upon us with equal moderation 
and statesmanship, makes the following remarks ;— 

I presume the Government is satisfied that the effect of the measure will 

not be to destroy the ryot’s credit altogether, or to induce the money-lenders to 
close their shops. If this should not be the result, but if, on the contrary, it should 
turn out that after the agriculturists liave boeu relieved of their existing debts on the 
easiest possible terms the money-lender will go on lending, not on his own terms but 
on such terms as may, in the uncertain future, be deemed reasonable by the Judge 
for the time being, it would indeed be a consummation devoutly to be wished. 
Rogai'd being had (to use ihe phraseology of the Evidence Act) to the common 
coarse of natural events, human conduct and public and private business, I should 
bo iuoUned to fear that such happy results as I have last contemplated are not likely 
to ensue; but it must be admitted that Natives .>ften disappoint our most reasonable 
oxpoctations, and that tbft consequenoea of such a meusuro aa that which is propoaed 
Can ualy-Da deter mi aod by loxporimonfcv 
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What Mr. Melvill himself anticipates is tolerably evident ; 
thougli he qualifies any conclusion very much in the way I myself 
have done when speaking of the possible^ effects of the restriction 
on the vsale of unpledged land. But, perhaps, I ought to offer some 
explanation of the grounds on which, subject always to tlie same 
qualification, the (jovernment may be held to be justified in antici¬ 
pating that the dire results just alluded to may not come to pass, 
and, conseqviently, in persevering in the measure before us. It is 
a truism that a thing is worth what it will fetch, and ju'r conlra^ 
that in the long run, temporary disturbing causes apart, a thing 
will always fetch what it is intrinsically worth. Now, the Bill 
does notb'ug to diminish the intrinsic value of land, but rather 
the reverse. The value of land depends, at bottom, on the net 
produce, or surplus after three decbictions, for the cost of cultiva¬ 
tion, the subsistence of tlie peasant and his family, and the 
Government demand.'^ Land is worth as many years’ purchase of 
this net produce as correspond with the current rate of interest. And 
this rate of interest ultimately depends upon the facility of recovery. 
Now our Bill does not alter the Government demand, or, consequently, 
the net produce, but it increases the facility of recovery. It must, 
therefore, increase the ryot’s f^oiinl credit, instead of dinninsli- 
ing it. I will make my meaning clear by illustration. Suppose a 
ryot’s holding yielding gross produce worth Rs. 100, of which 
Rs« 50 go for the throe deductions I have just named, leaving Rs. 50 
as net produce or margin on vsdiicli the ryot may borrow. In view 
of the provision in the Bill for seven years’ management of 
unpledged lands, the money-lender w^ould be justified in lending on a 
money bond Rs. 180 if the rate be ^.0 per cent., Rs. if it be 

n per cent., and Rs. if it be only 9 per cent. Which of these 

rates he wdll adopt, or Avhether he must exact a higher lute still, 
obviously depends on his chances of getting paid. But these chances 
are greatly improved by the Bill; for the ryot wdll strive to pay 
punctually rather than come under the management of the collector, 
and the collector’s management (if efficient, as it mmt he made) will 
make loss more improbable still. Notwithstanding all fair allow^ance 

# I of coar<30 ignore auoli extraneous value as the land may now possess 
throuBb tUo meaus a hold on it now- gives the creditor of commanding 
tlio labour o£ tho debtor and hi>« family and ^ther illioit advantages. 
—( Deccan Mote Comyniaaion page 60.) 
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for risks, lower lutcs vrill thus prove as remunerative as the present 
high ones. For a loan on mortgage, the principle of calculation and 
the advantage are the same as for a loan on personal bond; hut in the 
end there is this difference, that in the latter case, if the nmkar lends 
beyond the limits, he will lose his money, while in the former, if the 
ryot borrows beyond them, he will loss his land. 

All this, it may be said, is very well in theory, but in practice 
the conditions of advances depend far more upon ‘ the degree of 
simplicity in the borrower and of rapacity in the lender than on any¬ 
thing else’; and to this existing uncertainty you have added the 
fresh one as to what rate of interest each individual Judge will think 
reasonable. I reply that the former uncertainty will be diminished by 
the Bill ; and that the second will prove more imaginary than real. 
There will be far less temptation to extortionate bargains and frauds, 
and far more risk in them, now that the whole history and merits of 
the case are to be laid bare in court. And the provisions for manage¬ 
ment and recovery by the collector, standing behind all agreements, 
will reduce the factor of irncertainty in credit which arises from in- 
di\idual character, and will assist the couris in gindually establishing 
rates of interest varying within but a moderate i-ange. Their decree.s 
will thus in time afford the advantage, without the well-known evils, 
of usury laws, of which Mr. Justice We.st has well observed in his 
pamphlet on ‘ The Tjand and the Law,’ that ‘they set np a standard, 
and gave fixity to men’s vague ideas of what might reasonably he 
asked for the use of money in those mimerons eases in which the 
loan partook but slightly of the character of a true mercantile tran- 
saetion/ 

While thus contending that the Government are justified in 
believing that the ultimate effects of the Bill will prove beneficial, 
I do not conceal from myself for a moment that a trying time of 
transition must inteiweue before all parties have understood and 
settled down to their new relations. Xt is to be fully expected that 
difficulties between debtor and creditor w’ill arise in many individual 
case-s, and even in villages or tnlnqn generally, and that their 
effects may appear in the recovery of the land-revenue. But if 
judicial and revenue officers alike strive to remove misconceptions and 
fears ; if the fomer are evou-Lnnded and temperate in their judg¬ 
ments, and the latter efficient in their management of attached 
land ; and if, I venture to add, the revenue demand can be so timed 



and adjusted as not to drive the lyot to the mw/car, even temporarily, 
in order to meet it—then I believe that all trouble will be soon and 
safely tided over. That the will permanently cease to lend, 

there need be no fear whatever. The ryot is just as likely to cease 
to cultivate. The ryot is as necessary to the sowl-nr, who can only 
employ his caintal in agricultural dealings and banking, as the 
is to him. The pair w^ill not sit dou^n and stai\e togethei, 
with a bag of money between them ! 

Another large ciuestion, which I cannot pass over without remark, 
is that of the novel provisions for village munsifs and conciliators. 
It has two branches— the one relating to their personnel, and 
the other to their functions. I will first speak of the j^ersonnel 
available for each office. As to village muu.sifs, it will have 
been gathered from what I said in my introductory speech that 
1 did not expect that n)ore than a palel here and there would be 
found qualified to be a village munsif. If the suggestion which I 
put forwaixl in ISfiS, in 1867, and again in 1871, that after a 
reasonably distant future date no person should be appointed poM 
who bad not received a suitable education, had been adopted, the 
class would now have stood higher in edneation and intelligence 
than they do. But a knowleelge of reading and writing is not, after 
all, indispensable to successful disposal of petty suits, though 
absence of interest is soj and this is just what \rill be in pa/els 
so rare. Now, however, that the restriction of village munsifships 
to patels has been removed and the proposal in the Bombay draft 
assented to, any person of local influence will be eligible, and the 
field of selection will be advantageously enlarged. Virtually, it 
will become nearly the same as tliat from which conciliators are to 
be drawn. As to vyhether competent ^lersons can be found for the 
two offices, especially the latter, 1 observe some striking differ¬ 
ences of opinion. On the one hand, the Poona Sarvajanik Sabha, 
Mr. Byramji Juibu.U in bis clear and representative memorial, and 
a portion of the native press appear to have no misgivings. On 
the other hand, the Colloetors of Sholapnr and Satara seem to be 
pretty much of the npitiion of the Commissioner (Mr. K. P. Robert- 
sos) that too miicli power will be thrown into the hands of a class 
qieiie inoapalle of exercising impartiality, or of resisting local or 
personal influeiice atid acting independently and uprightly.’ One 
of the principal native newspapers, too, the Dnyan Prakash, which 
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aas produced several very able articles on the Bill, tbinks that, 
though the experiment may well be tried, the diiBculties in the W'ay 
of obtaining proj^cr Conciliators are insuperable. Finally Mu. Justice 
West api)ears almost to q^uestion whether half-a-dozen men of inte¬ 
grity and intelligence can be found for Conciliators in tho whole 
Deccan tract. Such an opinion, even if not meant to be bikeu 
literally, cannot but arrest our serious attention, coming, as it does, 
from one who is not only a Judge of the High Court but Vice?* 
Chancellor of the Bombay University. I do not ignore the pi'O- 
bability that men qualified in all respects will not be easily mot 
mth; but I must confess scepticism as to a population :Of even 
three millions and a half (which the four districts compris(^) being 
in a condition verging on that of Sodom and Gomorrah. If it be 
so, notwithstanding all oiir education, civilization and vaunted pro¬ 
gress, then the inference seems difficult to resist, that our measures 
for the advancement of Natives to higher positions in the public 
service are premature. If the population, as a whole, are thus tainted, 
can our Subordinate Judges, our Deputy Collectors and our Mam- 
latdars be utterly different from their caste-fellows and kinsfolk ? 
Without pursuing this interesting dilemma, I will onl}^ riay that, 
having spent a large share of my time in the Mofassil, and having 
always mixed freely and canfidentially with the people of all classes, 
I should have no difficulty in finding a sufficiency of competent 
men in the districts with which I am best acquainted. It is now 
for those who think similarly to bestir themselves, lest the Native 
commuaity lose the honourable and beneficent sphere w hich the 
legislature lays open for them, and to make good their opinions by 
presenting suitable persons to the notice of the authorities. And 
it is for the latter to strive without prejudice to give the experiment 
a fair trial, remembering that a knowledge of law is unnecessary, 
and even reading and writing are not indispensable to a successful 
discharge of the functions in question, in which the layman of age, 
iufiuence, shrewdness and good temper may easily surpass the highlj^- 
trained judge. After all, if a competent Conciliator cannot bo found 
for any particular local area, no one will be appointed, and the require¬ 
ment of conciliation before suit will not apply there. 

Turning from jjersonnel to functions, I observe considerable 
confusion and misapprehension of those of Conciliators. A Con¬ 
ciliator is neither an arbitrator nor a judge, cither in our Bill or in 
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i*rBBC6^ whcncB the institution is derived. He is simply n dis- 
iaterested third party, who is charged to endeavour to bring disputants 
to an amicable settlement. It so happens tliat in France the Con- 
cilators are ,higes de Paix, and so have a jurisdiction to try the more 
petty of the cases (within, say, rupees 50) in which it is their duty 
to conciliate. But they conciliate in all the superior cases which 
they have no power to try. T.he functions of conciliating and try¬ 
ing are distinct, and have no necessary connexion with each other. 
Appoint our Village Munsifs or Subordinate Judges to be Conciliators 
(there is nothing in the Bill to prevent this), and they will be the 
exact counteipai'ts of the Juges de Paix, except in one parti¬ 
cular, to which I will presently allude. Some authorities, including 
Mil. Justice (Ihben of the Bombay High Court, think that they ought 
to be so appointed. But others, and especially the Local Government, 
consider that judicial functions might impart to their recommenda¬ 
tions a weight amounting to undue pressure, which parties, and 
especially the ignorant r^ot, might be unable to resist. The one 
jiarticular of difference from Juges de Paix to which I referred is 
the absence of power to comjiel attendance. Considering the doubt 
whether competent Conciliators can even be found at all, the Bill 
follows the opinion of the Bombay Government, thus expressed in 
SiK EicuiRB Temple’s Minute of April 14th, 1879 : — 

Thoiigh he (the Conciliator) would not have the power of deoiding, or enforcing 
his docision if he formed one, still he would, by compelling attendance, be able, if 
so disposed, to put great pressure on the ryot to admit or to compromise the claim. 
Such power of applying pressure by an educated man of position upon an uneducated 
and humble man on a claim prefened by a man generally of some education and 
wealth is a power that ought not to be conferred upon IIonorary Conciliation 
JuiXJER in the present state of society in the Deccan.* 

I myself doubt whether the want of this power will affect the 
statm of Conciliators, as some apprehend. If they can settle disputes 
equitably, the people, debtors as well as creditors, will readily resort 
to them. But here, as in the case of giving powers of conciliation to 
Judges, the Bill presents no obstacle to a change hereafter. The Loctal 
Govemment can, under section 87, give power to compel attendance 
whenever they think fit. 

In connection with Chapter VII, some exception has been taken 
to the cost of the extra Subordinate Judges’ Courts to be constituted, 
and of the supervising ofiicevs. The object of bringing the Courts 
nearer to the homes of the people might, it is said, be as well, or even 
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better^ attained by making the Courts move about. The existing 
Judges, it is added, have not got too much to do as it is; and the new 
summary procedure, with the temptation to refer difficult points to 
arbitration, will lead to their having still less. That the Courts should 
move about to some extent would certainly be advantageous; and I 
hope that the hitherto dormant powers of section 23 of Act 14 of 
1869 will now be exercised to enable them to do so. }3ut this can 
never be more than a limited benefit. There are rarely above two or 
three villages in a taliiqa containing suitable accommodation for a 
Subordinate Judge and his clerks, to say nothing of parties and their 
witnesses; and even these are often not conveniently accessible in the 
rains. The presence of a considerable body of strangers, too. is always 
a source of annoyance and expense to the villagers, even if the calls on 
them do not exceed those of hospitality. Time would likewise l>e 
lost in travelling and settling down at each })lace; pleaders in non- 
agriculturists^ cases would be inconvenienced, and minor practical 
difficulties would crop up. It is questionable whether, between 
waiting till the next visit to the locality to begin, and adjourning till 
the next visit to complete, any saving in time would result; while, 
finally, the rqot would in vei 7 many cases be living no nearer 
to the selected village than to the Court’s head-quarters. 
As to the other statement, it remains to be seen whether 
the duty of going more fully into cases ivill not neutralize 
any saving in time obtained in other ways. But how^ever this 
may be, 1 can see no good reason why the judicial unit of adminis¬ 
tration should be larger than the executive unit. Every to.luqa ought, 
in my opinion, to have its Subordinate Judge as ivell as its Mamlatdar. 
If the civil w^ork proved insufficient to occupy the Subordinate 
Judge’s full time, he should be invested with criminal powers. The 
Mamlatdar and his first karkun, being proportionately relieved, could 
then better overtake the multifarious and increasing duties heaped on 
them, besides taking back, at a great saving of expense, the registra¬ 
tion work, of which they were a few years ago relieved. 

I will now notice three subjects, the entire omission of which 
from the Bill has been the cause of much adverse comment. The 
first is that of a modification of the rigidity of our land-revenue 
system. The Anglo-Indian Press, and seven out of the eleven 
vernacular newspapers of the Bombay Presidency wdiicli have noticed 
the Bill, have commented more or less emphatically on the absence of 
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provisions in this direction. On the merits of the question in the 
abstract, it is unnecessary for me to arid anything to the few remarks 
which I had to make, for the completion of my argument, in my 
introductory speech. But as to its omission from the Bill, I may say 
that it is held that for whatever action (if auy) which may he 
necessary, no legislation is required, hut tliat if the fact were 
otherwise, the Bombay and not the Governor General’s Council 
is the place where it should be undertaken. Legislation is 
unnecessary, because tbe question is an executive one. Bhe 
power of fixing the rates of assessment, original or revised, is 
given to the Bombay Executive Government by sections 100 to 107 
of the new Bombay Revenue Code, as it was by the previous 
law; the power of fixing instalments is so given by section 
146; the granting of remissions is equally an executive matter. 
The regular mode, therefore, of securing all that the advocates 
of a change of system desire is by executive order, or by rules made 
by the Local Government under section 214 of the Code. Supposing 
however, that it were thought proper to tie down the Exeeutwe 
Government in these matters more than it is now tied, then the proper 
course would be to amend the Bombay Revenue Code ; and that is 
the function of the Bombay Legislative Council, which passed it, 
not of the Governor General’s Council. Our present Bill, I need 
scarcely say, would not be before this Council at all but that it 
modifies the Civil Procedure Code, which the local legislatures are 
precluded by Act of Parliament from touching. 

Another omission which has been censured is that of any reduc¬ 
tion of stan»p or court-fees, process-fees, batta, etc. Here, again, 
legislation would have been superfluous. In Act 7 of 1870 the 
Governor General in Council is empowered by section 35 to reduce 
or remit any of the court-fees mentioned in the schedules and the 
High Court, with the sanction of the Local Government, may under 
•chapter IV fix process-fees as it thinks proper. Act 1 of 18(9, 
section 8, contains a similar power to reduce the stamps to which it 
applies, among which arbitration awards are included. I am not 
authorized to announce any decision on this subject; but it will be 
seen from paragraph 16 of the letter of the Bombay Government, 
No. 2056 of April 15th, 1879, which was published in the Bombaif 
Government Gazette of the 30th of July last, that some reductions 
are locked iqion generally with favour. I may add that the regular 



iiELiKP 01*' indi;bteo .lauiouLTuias'is. 


itispcetiou of Courts under section 9 of Act 14 of 1869, which is 
now, as Mil. Nahloii remarks, so little pi-actised, is needed, inter alia, 
to check abuses connected with these charges. In 1876 the Judge of 
Khaudesh brought to light a custom of enhancing the amount iiay- 
able for stamps by requiring, in certain cases, an application on 
stamped paper before a witness was examined. He also found that 
in process-serving, *in one Court alone as much as 96 days’ pay was 
obtained for 24 clays’ work, and 102 days’ pay for 26 days’ work, 
of the serving establishment.’ 

The last omission I have to explain is that of any legalization 
<yi panchayaU QX arbitration courts—a subject which I mentioned in 
my introductory speech as still under consideration. A proposal 
for the definite ineorporation of such Courts into our judicial system 
has been put forward by the Judge of Ahmednag.ar, Me. Wunm ii- 
BUEN, with the eoneurrence of a body of Native geatlemen, including 
some judicial officers, whose position and attainments entitle their 
views to the fullest consideration. I must say frankly that I look 
upon as wholly visionary the idea that it is possible now-a,-days to 
find in every village, or even in every small circle of villages, body of 
men sufficient in number to allow selection from them by litigants 
for the formation of a pwiichayat, and at the same time qualified to 
be arbitrators by influence, intelligence and absence of interest. And. 
even were this otherwise, I should exi)eet that the strict regulations, 
involving checks and delays, which the proposal just referred to com¬ 
prises, would practically destroy the freedom, simplicity and promj)- 
titude supposed to be the chief recommendations of the pan-chayat 
system. That the provisions for arbitration in Bombay Regulation 

7 of 1827, which succeeded the even more efficient ones of Regula¬ 
tion 7 of 1802, had fallen entirely into disuse before their repeal 
in 1861, and that the present new ‘arbitration courts’ are kept at 
work cbiefly by the exertions of a very small number of disinterested 
and impartial individuals, are facts not very encouraging to a new 
departure. At the same time, as there undoubtedly is a popular 
sentiment, originated probably by aversion to our Courts as now 
conducted, running in favour of voluntary settlements, I personally 
can see no harm in aiding them by legislation of a purely permissive 
kind. We might safely revert to pretty much the position of 
Regulation 7 of 1827. Persons whom the Government deemed 
of good character and competent, as also the members for the time 
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being of any well-conducted local arbitration court, might be ofBcially 
recognized as arbitrators. Sucli recognition should have the effect 
(1) that they should be entitled to the aid in their proceedings of 
issue of process by the Subordinate Judge of the division ; and (2) 
that any reference for arbitration to them might provide that in the 
event of any party thereto giving notice, within fifteen days of the 
date of the award, to the Subordinate Judge.of the division that he 
was dissatisfied with the same, the matter in dispute should be referred 
back to the same court or arbitrator, sitting wdth such Judge as 
president. This would supply the recognition and control for arbitra¬ 
tion which its advocates seem to desire, without putting any prcssme 
on parties to resort to it. But even thus much is considered by the 
Local Government to be undesirable and likely to lead to prejudicial 
results. As they are, of course, the best judges of the state of 
affairs in the Deccan, the law will remain as it is. I may, however, 
point out that there is nothing to prevent parties appointing Village- 
Miinsifs and Conciliators to be their arbitrators and that an explana¬ 
tion making this clear has been added to section 43. 

In conclusion, I must observe that it would be premature to indulge 
in any congratulations upon the passing of this measure, and still 
more so to attempt to appraise its several parts, to distinguish the 
several sources wdience they may have been derived, and to distribute 
praise or blame accordingly. It will be time enough to dodhat, if it 
need be done at all, when the Act has become an acknowledged failure 
or success. At pi*esent it is the measure of the Government of 
Bombay (and I am glad to think that through many vicissitudes it 
has substantially remained so), prejiared in general consultation with 
myself. But I hoxie that we may augur well for its future from the 
fact that it not only has the approval of the highest oflScial authorities 
but has secured, in a degree quite unprecedented, the substantial 
support of the Press and the public. It is a sincere and carefully 
matured attempt to solve a difficult problem and to meet a great 
emergency. If the course of event should prove that we have erred, 
we shall have erred in good company, and after all possible precau¬ 
tions to ensure success. 


CHAPTER IV. 

Restrictions on the Auenation or Lands. 

\JHxtr acts from the Proceedings of the Governor GenerciVs Council y 
dated the 27th Sepiemhefy 1899i^ 

Punjab Alienation of Land Bill. 

TriK Hon'ble Shi Charles Rivaz said :— 

The cpestion of the indebtedness of the agricultural classes in 
different parts of India has attracted the notice of Government 
from the early times of British rule, and various schemes have 
been proposed, from time to time, with the object of protecting 
land-liolders from the effects of debt and the consequent loss of 
their lands. But, so far as I have been able to ascertain, Ma. 
Justice West, of the Bombay High Court, was the first, in a 
pamphlet, entitled The Land and the Law in Indiay which he published 
in 1872, to formukte a plan for imposing some definite limitations 
on the power to alienate laud. The theoiy he propounded was 
that, although the British Government had, for the most part, 
divested itself of that exclusive ownership in land which had been 
recognized as existing under native rule, still it had retained a 
right of protective ownership ; and that, as experience had proved 
that the principle of free trade in land, which had been allowed 
to spring up, was not adapted to the present condition of the 
agi-icultural population of India, the Government ought, in the 
exercise of its protective right, to impose limitations on the furtlier 
application of this principle, and to pronounce all land to be 
inalienable except with its assent. His proposed scheme, broadly, 
was that the power of assent should be delegated to Collectors of 
districts or other local officers, and that only excess land, above 
what was necessary for the comfortable maintenance of an 
agriculturist and his family, should be allowed to be alienated, or be 
liable to attachment and sale in execution of decrees. 

In 1875, in consequence of agrarian riots in the Bombay Deccan, 
a Commission was appointed to enquire into the condition of the 
agrieultuml population of that part of India. The result of these 
enquiries was the passing of the Deccan Agriculturists" Belief Act 
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which the ordinary civil law in four of the Bombay 
Dt'Ccan districts was, in many respects, amended in favour of 
agricultural debtors. 

In 1881, legislation was undertaken for the relief of large 
land-holders in Sindh and in the Broach and Kalra districts of the 
Bombay Presidency, and in 1882, for the relief of encumbered 
estates in the Jhansi division of the North-Western Provinces. 
A main feature of all these enactments 'was that, while the estate 
remained under Government management, the indebted owner was 
debarred from alienating any portion of it. 

The question of agricultural indebtedness was included by the 
Famine Commission of 1878 in the scope of their enquiries, and, 
in their report, they expressed their views on the desirability of 
protecting agricultuial debtors, among other means of relief, by 
imposing restrictions on land transfers. 

In 1886, Mil. Thouburn, now Financial Commissioner of the 
Punjab, then a District Officer in that Province, wrote a book on 
the indebtedness of the Mahomedan land-holders of the Western 
Punjab, entitled Mimulmam and morie^4enden m the Vnnjab, which 
attmcted the notice of the Secretary of Sta.te for India, and on 
v/hich ho asked for the views of the Goverament of India. In this 
book, Mr. Thorbxtrn recommended, among other measures of relief, 
that it should be made illegal in the west of the Punjab for any 
person deriving profits from a shop or from money-leiuling to 
acquire any interest in laud, except (1) in arable or pasture land in 
the immediate vicinity of a town or large village, or (2) in manured 
and irrigated land elsewhere. The then Lieutenant-Governor of the 
Punjab, Sill James Lyall, in expressing his views on 
Mr. Thoubiirn's proposals, said, as regards the particular recommen¬ 
dation wliich I have jtist mentioned, that he was disi)osed to think 
that it would probably be necessary to take steps to check the 
alienation of lands to money-lending classes in the Punjab, but that 
the remedy suggested by Mr. Thorburn, namely, to make it illegal 
for the moneyed classes to acquire lands, other than those of two 
highly artificial descriptions, seemed to him to be impracticable. 

In 1891, a Commission was appointed to report on the working 
of the Deccan Agriculturists^ Relief Act of 1879 and on the 
desirability of extending a similar measure to other Provinces, 
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The Government of India, in forwanliag this Commission's Rejwfc 
to the Secretary of State in 1894«, together with a draft Bill to 
provide for the relief of the agricultural classes, in which certain 
changes proposal by the Commission in the Deccan Act had been 
incorporated, remarked that such legislation would, however, 
only partially meet the difficulties connected wdth the general 
pix>blem of agricultural indebtedness ; that remedies of an entirely 
different kind, including measures for further restricting the nght 
of land transfer seemed indispensable; and that this part of the 
subject would bo separately and carefully considered. 

Accoidingly, a Circular was addressed to Local Governments 
in October, 1895, in which it was said that the Government of 
India were distinctly of opinion that some action in the direction 
of restriction upon the alienability of land was generally advisable, 
and even necessary, though the manner and degree of the restriction 
must vary from province to province. Each Ijocal Government 
and Administration was requested to take the subject into its most 
careful consideration, and to communicate its matured views and 
definite proposals for action in the direction indicated. Two 
Notes accompanied the Circular, in which the whole subject of 
agricultural indebtedness in India and tlic various possible remedies 
for checking transfers of land were exhaustively explained and 
discussed. 


On receipt of the replies to this Circular, it was decided to 
deal first with the Punjab, as being the Province where the 
question of agricultural indebtedness was of special importance 
in its political aspect, and where it was probably possible to go 
further than elsewdiore in respect of imposing direct restrictions 
on land transfers. The reply from the Punjab had been to the 
following effect:—^The Lieutenant-Governor, Sir Dennis Fitz¬ 
patrick, recognized that a point might be reached at which the 
amount of land alienated, and the number of proprietors reduced to 
the condition of tenants or labourers, would constitute a political 
danger of formidable dimensions, and that where this danger point 
v/iis reached, the only remedy was to attack the evil at the root by 
imposing direct restrictions on alienation—for instance, by prohibit¬ 
ing laud-owners of specified castes or tribes from alienating their 
ineestral lands, without official sanction, beyond their life-time 
or for a fixed period, to any Cpereon not belonging to those castes 
^5 
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or tribes.’ While this case was under consideration, a special 
onqniry, the results of which were highly interesting and 
instructive, had been made by Mu. Thoubuun, the Commissioner of 
the [Uwalpindi Division, regarding the indebtedness of the agricultural 
classes and the amount of land alienations in four assessment circles 
of that portion of the Punjab; and Sir Dennis Fitzpatrick came 
to the conclusion that in one at least of these circles a case for legis¬ 
lation had been ina^le out. He was, however, strongly op))osed to a 
law of general ap[)]ication to tlie whole Province, and did not pro¬ 
pose to go fuidher than to take power by law to apply restrictions 
on transfer to any particular tract in wdiieh a full eiupiiry might 
show that they were reqiiiveil. 

Both the Financial Commissioners of the Punjab, on the 
.other hand, expressed a decided opinion in favour of restrictive 
measums of general application, and suggested that all permanent 
transfers of anccvsti-al land ought to be prohibited unless sanctioned 
by the Revenue Officers, while temporary tninsfers ought to be 
limited to 15 years, the land reverting to the alienor at the end of 
this period free of all encumbrances. A majority of the Jedges of 
the Chief Court were also in favour of iinj)osiDg direct restrictions 
on alienations. My Hon’ble friend Mu. Justice Chaiter.tee, after 
discussing the question in an able paper and pointing out that the 
customary law of the Punjab enables heirs to set aside many aliena¬ 
tions, went on tc say that he considered that the “great recommenda¬ 
tion of a measure directly restricting alienations would lie that it 
would exactly define the limits of the land-holders’ power of alienation 
and would thus have a beneficial effect in checking litigation. He 
thought that the restriction to life or to 15 years of a land-owner’s 
power of alienating his ancestml lands would be regarded by the bulk 
of the land-holding class as consistent with the traditions of the 
Province, and would be .agreeable to them. It is not clear, however, 
whether the Judges advocated a general enactment on these lines, 
or merely an enabling one, as recommended by Siu Dennis 
Fitzpatrick, 

The Cxovemment of India, in communicating to the Punjab 
Government the oj>inion which they had formed on the evidence and 
recommendations contained in Sir Dennis Fitzpatrick’s minutes 
and in the reports of the Judicial and Revenue Officers of the Punjab, 
expressed their belief that partial legislation would fail in its object. 
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and would produce more (TifTiculty and jealousy than legislation of 
a o-eneral character. It was said that a strong case seemed to have 
been made out for prohibiting all permanent alienations of agricul¬ 
tural laud, except with the sanction of some duly emi>owered Revenue- 
officer, and for restricting tempomry alienations to the term of the 
alienor’s life, or with the consent of his heirs to a maximum period 
of 15 years. In inviting the Punjab Government to consider these 
proposals, it was suggested thait the quickest and easiest way of deal¬ 
ing with them would, be to have them discussed by a Committee of 
selected officers. 

Accordingly, the Lieutenant-Governor, Sin Mackwortii Young, cir¬ 
culated to selected officials and non-officials a series of questions fiumed 
on the proiTOsals of the Government of India, and follow.'d this up by 
convening a strong Committee of llevenue-officers over which Ui3 
Honogr, himself presided. The recommendations made by this Com¬ 
mittee were that any permanent alienation of agricultural land to a 
non-agriculturist, if made without the sanction of the Deputy Com¬ 
missioner of the district, should be void, but that otherwise there 
should bo no restriction on sales or other permanent transfers; that 
the definition of an‘agriculturist’should bo'any person who either 
ill his own name, or in the name of an agnate auMstor, was recorded 
as an owner of land, or as a hereditary tenant in any estate at the 
first regular settlement,’ and that of ‘ land ’ as in the Punjab Tenancy 
Act, that is, all agricultural and pastoral land, whether ancestral or 
self-acquired; that the only forms of temiwi-ary alienations to bo 
allowed in future should be, (1) usufructuary mortgage, with delivery 
of possession to the mortgagee, foi a maximum period of 20 years, 
and on condition that at the end of the period of mortgage the 
mortgaged land shall revert to the mortgagor or his successor in 
interest with the mortgagee debt extinguished, (2) simple mortgage 
which, in certain circumstances, may be converted into a usufruc¬ 
tuary mortgage of the nature I have just mentioned, and (3) leases 
for 20 yeare, or for the life of the lessor, whichever is less; that 
the form of mortgage which is eonditional sale ho dcclarcfl illegal 
with retrospective effect; and, that the hypothecation of a sliare of 
the produce of land should be prohibited for any term exceeding a year. 
The Committee proposed to make their suggested restrictions on aliena¬ 
tions general throughout the Punjab, but to give power to the Local 
Government to exempt any district or part of a district, or any person 
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or class of pei'sons, from the operation of the restrictions in whole 
or in part. They also proposeil to amend the existing law of pre-emp¬ 
tion in the Punjab, to revise the present order of priority of pre¬ 
emption which is laid down in section 1% of the Punjab Laws Act, 
so as to exclude strangers who have bought into the village, and to 
transfer the hearing of pre-emption cases, both as regards the 
fixation of tlie pre-emption prices and questions of title, from the Civil 
Courts to Revenue-ofiicers. 

These proposals of the Punjab Committee constitute the founda¬ 
tion of the scheme which is embodied in the Eill which I am 
introducing. They have, as I shall explain, been modified in some 
particulars, but such modifications have been made with the sole 
object of securing more effectually the intentions of the Committee, 
and do not affect any question of principle. 1 turn first to the restric¬ 
tions to be imj)osed on sales and other permanent transfers. It 
appeared to us that the proposal made by the Punjab Committee, 
that alienations hetAveen ^ agi'iculturists ^ should continue to be free 
from all restnctions, was open to objection. In the first place, the 
definition of ^ agriculturists ^ which has been framed by the Com¬ 
mittee, or indeed any other practicable definition of the term, must 
necessarily include numerous classes of persons who, although land¬ 
holders since the early years of British rule or even prior thereto, 
are, in reality, primarily traders and money-lenders by nature and 
profession, and not true agriculturists in any proper sense of term. 
Moreover, since even the bona Jide agriculturist is not infrequently also 
a money-lender, we think it desirable to retain power to prevent such 
men from buying up land in a village where they would come in as 
outsiders and constitute a foreign element in the village community. 
We recognize, however, that we must guard against unduly narrow¬ 
ing the market for fiee sales, and we propose to athtin this object 
by the following means. On the analogy of section 45 of the Cen¬ 
tral Provinces Tenancy - Act of last year, we are providing that all 
permanent transfers must receive the previous sanction of a Revenue- 
officer, but that sanction shall be given, as a matter of right, in cases in 
which the Revenue-officer is satisfied that the intending transferor is a 
person who is not a member of an agricultural tribe, or, in cases where 
the intending transferor is a member of an agricultural tribe, that the 
transfer is either to an agriculturist, (as defined by the Punjab Com¬ 
mittee) holding land as a proprietor or occupancy tenant in the village 
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^ which the land sold or otherwise permanently alienated is situated, 
or to another member of the same agrieiiltural tribe residing in the 
same district. Our scheme is thus based in this respixit on the IWIing 
in favour of the prior rights of the village community and on the 
rocogiiitioa of the principle oi tribal organissation which are well 
known jjowerful factors in the social economy of the agricultural 
classes of the Punjab. To prevent difficulties or inequalities in the 
application of this portion of our scheme, jiower is being given to tlie 
Jjocal CTOverurnent to specify' by notilication what are the agricultural 
tribes in each district, and to extend the definition of ‘district’ 
m any particular case boyond the ordinary limits of the revenue 
district. 

Next, as reganls tempoTa,ry alienations, while we accept the conclu¬ 
sions of the Punjab Committee that only the two forms of mortgage 
proposed shall in future be allowed, that existing mortgages by way of 
conditional .sale shall be void, and that leases shall be limited to a fixed 
term, we have reduced the maximum period of temporary alienation 
from 20 years as proposed by the Punjab Committee to 15 years. Wo 
are providing that any person who has made a permissible mortgage 
or lease shall be debarred from making any further alienation of his 
land during the currency of such mortgage or lease, but, after careful 
consideration, we have decided not to impose any further restrictions 
on temporary tmnsfers, whether by prescribing an interval between 
two successive mortgages or leases, or by making the alienor retain a 
right of cultivation in the alienated land, his rent being fixe<l by 
authority, or by prohibiting the mortgage or lease of more than a ' 
certain portion of a holding. We are also providing that any jier- ^ 
maneut alienation made vdthout the required sanction shall take effect 
as a usufructuary mortgage on the conditions prescribed for such mort¬ 
gages, and that existing conditional sales and future unauthorized 
mortgages sliall be treated in like manner. 

We have accepted the proposal of the Punjab Committee in regard 
to prohibiting hypothecations of produce. 

Wo are supplementing our proixised restrictions on voluntary 
alienations by abolishing the .sale of all agricultural or pastoral land 
in e.xecution of any decree or order. Under the present practice, sale 
of such land in the Punjab iu execution of a decree requires, in the 
ease of ancestral land, the sanction of the Financial Commissioner, 
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and, ia the case of other land, the sanction of the Commissioner of the 
Division. Such sanction is veiy seldom given; still, as the allowance 
or disallowance of sales depends on the individual judgment of the 
hHiiancial Commissioner or the Divisional Commissioner, as the case 
maj be, an undesirable element of uncertainty is thus introduced 
which it is advisable to remove. Moreover, under our proposed restric¬ 
tions on mortgages, land could in future only be sold in execution of 
decrees for imsecureJ debts, and not for debts secured by a usufructu¬ 
ary mortgage. We, therefore, consider that sales of agrieuUural or 
j)a.storal land in execution of decrees of the ('ivil Courts should, in 
^> 5 ^, future, be absolutely prohibited in the Punjab. 

As regards amending the law of pi*e-eTnption in the Put)jab we 
agree with the Punjab Committee that an amendment of the present 
law on the lines they mention is desirable, and will be a useful adjunct 
to our scheme for restricting land alienations. We pro 2 )Ose to deal 
with this matter separately—after further consulting the Punjab Gov¬ 
ernment—either by revising the present ])re-emption sections of the 
Punjab Laws Act, or by cjincelling those sections and framing a new 
enactment* 

On the all-important question whether the proposed Act shall be 
an enabling Act or a measure of general ajiplieation, the Government 
of India adhere most decidedly to the opinion which they exj^ressed, 
as T have mentioned, in addressing the Punjab Government, in favour 
of an enactment of general appUcation. It seems to us self-cvi<lent 
'hat, if any restrictive scheme is to be worked in the partial manner 
which was so strongly advocated by Sir Dennis Fitzpatrick, it is in¬ 
evitably doomed to failure. In the place, the remedy would not 
be tried till the disease was very largely beyond cure; and in the 
second place, if the restrictive measures were confined to scattered 
tracts throughout the Province, the agricultural pojiulation iu those 
tracts would be placed at a very serious disadvantage. Their credit 
would bo injuriously impaired, for the money-lenders, while able to 
look to the land for their security everywhere outside these special 
ureas, would naturally avoid lending to men who were prohibited from 
giving such security. The agriculturists in these areas would thus 
stand apart as a proscribed class, and would naturally resent their posi¬ 
tion. If, on the other hand, the restrictive scheme be made of general 
application, there is no reason to suppose that the credit of the 
genei-al agricultural community will be materially im]:>alred—not 
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instance, the case of the occupancy tenants of Upper India. Alike 
in the Tunjab, the North-Western Provinces, Oiidh and tlio Central 
Provinces, the occupancy ten.ant is very materially ro-shictod in his 
powers of alienation; still it is a well known fact that this class of 
agriculturists, as a body, is pi-ospei-ous, and can obtain accommodation 
from money-lenders on much the same ten-ms as small-proprietors. 
The fact is that the monoy-lendcT must continue to exercise his pro¬ 
fession, and the agricultural community must, under the niral 
conditions of this country, continue to constitute his principal 
clientele. The money-lender plays a most useful, and even necessary, 
part in the social economy of village life, and no one wishes to 
eliminate him or to place unreasonable restrictions ujwn his tran.sac- 
tions. ^ If our juoposed scheme is made of general application, he will 
have to adapt himself to the new conditions, and will bo easily able 
to do so. If, on the other hand, the scheme is applied only to selectcrl 
and scattered area?, the money-lender will clearly be master of the 
situation as rcgaids such localities. 


Such is the plan which the Government of India put forward 
with the object of checking the tramsfer of land from the agricultural 
classes in the Punjab. It certainly goes further iu imposing direct 
r^trictioiis on alienations than lias hitherto been attempted in other 
parts of India, but the circumstances of the Province with which we are 
dealing are quite special, and I trust that I have shown, although I 
fear at tedious length, that our scheme is the outcome of very careful 
investigation and deliberation. 


After all, it must be borne in mind that wc are aiming at 
reverting to some extent to a state of thing,? which prevailed in the 
Ptmjab before it came under British rule. It is an arguable question 
whether the right of free transfer of land was recognised under Native 
rule, or whether it is what has been eallcHl the ‘fatal gift" of the 
British Government; but, iu any ease, the question is for practical 
purposes one of mere academic interest, for it is an undisputed fact 
that in former times the exercise of the right of transfer, at all 

events in favour of money-lenders or other out-sidere, even allowino. 
that such right did exist in theory, was for several reasons exceedingly 
rare, and we know that even in these days in most Native States 
alienations of land arc either absolutely prohibited or largely restricted. 
We know, too, that in the Punjab the custom of transferring Und 
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not gain a footing for several years after the annexation of the 
Province, but that, as land has increased in value and become more 
attractive as a profitable investment, the number of transfers has in¬ 
creased correspondingly and is still increasing. In a letter addressed 
by tbe Punjab Government to the Government of India in 1888, 
during the Lieutenant-Governorship of Siit James Lyall, it was said 
that ' afkr allowing for the greater accuracy of the statistics of later 
years. Sir James TjYall considers that the statements of sales and 
mortgages from 1866 to 1886 show a large gradual increase in the 
area sold and mortgaged in’ the Punjab,^ and that, Gn both the east 
and west of the province there are districts where the transfers to 
money-lenders are serious and appear to be increasing and w here the 
fact requires Goveniment to consider if a remedy cannot be found 
and applied.’ In the following year, His IIoNOirR the present Lieute¬ 
nant-Governor, then Financial Commissioner, recorded his opinion 
that ^ the only safe conclusion is that there is year by year a gradually 
increasing amount of land being sold and mortgaged/ These opinions 
have been confirmed as districts have come under settlement during 
the past ten years, and the question of transfers has been specially 
investigated by the Settlement Officers, while the enquiries made by 
Mu. Thorburnt in 1895^ to which I have already alluded, showed that 
in one out of tlie four circles with which he dealt, the amount of the 
cultivated area which hfid been purchased or was held in usufructuary 
mortgage by money-lenders was as much as 28 per cent., while in 
another circle it was 20 per cent. These facts speak for themselves. 
The Punjab is'pre-emineutly a land of yeomen and peasant proprie¬ 
tors, and the expropriation by the money-lending classes of these 
sturdy land -holders—men who furnish the flower of the Native Army 
of India, and who look forward, amid all the hardships and glories 
of a military career, to spend their declining years on their ancestral 
acres—has, under the influence of conditions which have sprung up 
under British rule, been progressing, as T have shown, in different 
degrees of rapidity in all i^arts of the Province. The sole and entire 
object of the measure wdiich I have been explaining is, while affording 
ample facilities and a sufficient market for unobjectionable tmiisfers, 
to arr<^^st the further progress of this mischief, and to check, by remedial 
action, an ever-inci'easing political danger ; and I venture to express 
a confident hope that our scheme will be received in this spirit by 
those in whose interests it has been devised. 
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Ills Honouh the Lieutenant-Goveiinou said :—It is unnecessary 
for me to allude to the history of this important and miicli j^ondered 
measure, as this has been fully detailed by my Hon^ble friend Mil, 
Riv^az. I shall confine myself to indicating briefly, what I believe to 
be the principal object of Goveniinent in pmsecuting, through infinite 
varieties of opinion and shades of controversy, the course which has 
at last lauded us in our present position, and to an expression of 
opinion as to the suitability of the lines on which, as explained by the 
Ilou'ble Member, the Bill has been framed. 


The object, in which are agreed, is to provide a corrective for 
the result of our own acts, to mitigate the almost revolutionary effects 
of British rule as applied to land tenures in the Punjab. In confemng 
or conflnning an almost unlimited proprietary right in land, iii sepa¬ 
rating the judicial machinery from the executive, in eucouniging free 
resort to the Courts, we have for five decades been pouring new wine 
into old bottles; some of the flasks are cracking, some have already 
burst. The State must needs be prepared to undertake some risk in 
this process, which has been accompanied with many extraordinary 
and beneficial developments, but if it is too rapid, there is something 
worse than danger to bo faced, and that is positive unfairness. If the 
processes of law which are incidental to land cases are beyond the com¬ 
prehension of the average land-holder; if they are too drastic to per¬ 
mit of the coutinuance of methods which though, halting and 
imperfect are sanctioned by ingrained habit and long eetablished 
custom; if they place the more astute money-lending class in a more 
advantageous position than the unsophisticated rustic: then the un¬ 
fairness becomes marked, and interference becomes necessary. There 
is now a consensus that this is the case, and the Legislature is being 
invoked to remedy the evil. As to the limits of such interference 
there are, as I have already said, infinite varieties of opinion. There are 
also various methods of interposing; one has passed the stage of dis- 
« cussion and has taken shape in the amendment of the Contract Act, 
* \ritli the express purpose of placing the money-lender and the agricul¬ 
turist on a level in the Courts; one has been dealt with in the 
discussions on the present measure, but has been dissevered from it, 
owing to its complexity, and will pmbably form the subject of legis¬ 
lation hereafter—I allude to a proposal to amend the law of pre¬ 
emption. Except as regards matters of procedure, the Bill which is 
now about to bo introduced comprises, in all probability, all the 
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romaiaing methods which are applicable or in any way advisable. 
The main features have been sketched by the Hon’ble mover, and 
consist of the restriction of the power of alienation of land by sale or 
perpetual lease, and of the prohibition of all usufructuary mortgages, 
except what I may call the automatic repayment mortgage, where 
after the expiry of the term of mortgage, which is limited to a 
maximum of 15 years, the land reverts to the mortgagor, rvith the 
mortgage debt extingnished. The second of these provisions has my 
unhesitating concurrence. It is, in a way, the sheet anchor of the 
measure, as preserving the credit of the agriculturist. In regard to 
the restriction of s-ales, it would be tedious, as well s.s unnecessary, 
for me to explain my personal attitude. The measure as now proposed 
is a compromise, arrived at, after the fullest consideration, between 
two sets of opinions, and, like most compromises, delibcra.tely and 
thoughtfully adopted, probably represents the best counsels. In the 
first place, there is nothing absolute about the restrictive provisions. 
The person who lies under the greatest disability under the proposed 
Bill, can obtain a dispensation from its provisions, if due cause be 
shown. Then the market for sale of land will be fairly open under a 
system which permits transfers to any agriculturist of the village or 
any member of the same agricultural tribe in the same district, it 
being uuderBtood that the word ‘tribe’ is used in its widest signification, 
and that the ‘district’may be wider than the llevenue District, if 
reason exists. And I concur with the Ilon’ble mover that in these 

provisions there lies, to sonic extent, a reversion to a state of ideas 

which was prevalent in the early days of Punjab :ulministration, and 
is still widely recognized in Native States. 

Therefore, with due reserve as to details, I support the Bill which is 
now before the Council, beheving it to be in many respects one fraught 
with great benefit to the Province, while those provisions regarding 
which there is most room for difference of opinion embody the result 
of one of the most laborious and protracted investigations ever cone no 
ted by the Government, and 1 feel it to be my duty to accept them. 



\_t!xlraels from the Proceedings of the Governor General’s Council, 
dated the lOth August, IQOOi] 

Punjab Alienation of Land Bill. 

The Hon'ble Mr. Eivaz said :— 

I think it will be convenient if^ in presenting the Report of 
the Select Committee on the Punjab Alienation of Land Rill, I 
explain somewhat fully the alterations wliich we propose to make 
in its main provisions. 

The Bill which I introduced in this Council last September 
imposed restrictions on permanent and temporary alienations of land 
in the following manner. In the first place, as regards ]>ermanent 
alienations, that is, by sale, gift or exchange, the proposal in 
this respect of the Committee of Punjab Revenue ofiicers which, was 
convened by Ilis Honour the Lieutenant-Governor in July, 1898, was 
that any permanent alienation of agricultural or i)astorai land, as 
defined in the Punjab Tenancy Act, to a non-agriculturist, if made 
without the sanction of the Deputy Commissioner of the district, 
should be void, but that otherwise there should be no restriction 
on sales or other permanent transfers. I explained, when intro- 
t ducing the Bill, that the Government of India were unable to 
accept this proposal iu its entirety, because it seemed to them 
that to allow permanent alienations, free from all restrictions, 
between so-called agriculturists w'as open to objection oii two 
grounds. Firstly, because the definition of ‘agriculturist’ as 

framed by the Punjab Committee, that is, ‘any person, who either in 
his own name, or in the name of bis agnate ancestor, was recorded 
as an owner of laud, or as a hereditary tenant in any estate at the 
first regular settlcmcnV or any other practicable definition of 
the term, must necessarily include numerous classes of persons 
Avho, although landholders since the early years of British rule 
or even prior thereto, are primarily tnulers and money-lenders by 
nature and profession, and not true agriculturists in any proper 
sense of the term ■, and, secondly, because even the Iona fide agri¬ 
culturist is frequently also a money-lender, and it was desirable 
to retain power to prevent such men from buying up land in a 
village where they wmuld come in as outsiders and constitute a foreign 
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element in the villa^n^ coinmiuiity. In modification, therefore, 
of the proposals of the Punjab Comniitteo on this all-important part 
of the scheme under consideration, the Bill, as introduced last 
September, provided that all permanent tiunsfers must receive 
the previous sanction of a Revenue-oflicer, but that sanction 
should be jp^iven, as a matter of ri|^ht, in cases in which the 
lleveuue-oftlcer was satisfied that the intending transferor was 
a i)erson who was not a member of an agricultural tribe, or, in cases 
wdiere the intending transferor was a member of an agricultural tribe, 
that the tiunsfer was either to an agriculturist (as defined by the 
Punjab Committee) liolding land as a proprietor or occupancy-tenant 
in the village in which the land sold or otherwise permanentlv 
alienated ^vas situated, or to another nieiiiber of the same agricultunxl 
tribe residing in the same district. 

Of these provisions we propose the following modifications. 
In the first place, in deference to a strong body of opinion, on 
this point, wo think that the sanction of a lie venue-officer need 
not be obtained in cases wdiere such sanction must be given as a 
matUir of right. This was only intended as a jirccautioiiary 
measure, and we agree, on tbe whole, with those who think that the 
advantage to Ixj gained in this respect would be outweighed by the 
inconvenience which would be caused to those with whose free rio*ht 
of pornuxnenb alienation there is no necessity for interfering. In 
one respect, however, we propose to restrict the free right of 
alienation by membejrs of non-agricultural tribes, namely, when a 
member of such a tribe acquires land hereafter as an ^agriculturist’ 
from a member of an agricultural tribe. ^Ve think it obviously 
necessary tint a member of a non-agricultural tribe should not 
have the power to sell, or otherwise permanently alienate, without 
sanction, any land acquired under such conditions except to another 
agriculturist in the same village, or to a member of an agricultural 
tribe, and we propose to make provision accordingly. Then, as 
regards permanent alienations by members of agrieultuiul tribes, wc 
have been unable to accept a suggestion which has been put forward 
that no restriction should be placed on such transfers between 
members of any agricultural tribe, because we think that the 
widening of the market of free transfer to this extent would be open 
to the second objection xvhich I have mentioned as applying to 
unrestirioted transfer between agriculturists, namely, that the door 
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would thus be opened to the money-lender who belongs to an agri¬ 
cultural tribe buying up land in a village where he would come in 
as an outsider. At the same time, we recognize the force of the 
objection which has been taken that if free transfers are limited 
too strictly to within the same tribe, the market, in the case of 
some small tribes, will bo undesirably narrowed. We propose there¬ 
fore to meet this objection by empowering the Local Government, 
with the sanction of the Government of India, to grouj) together, 
when thought advisable, small and what may be called cognates 
tribes in the same district or in a group of districts, and to 
allow permanent alienation without restriction within such groups. 


As regards permanent alienations, therefore, the scheme of the 
Bill, as amended by the Select Committee, now stands thus; 


‘ Any member of a non-agricuUural tribe may^ without sanction, 
make a permanent alienation of land to any person, except in respect 
of any land which he acquires hereafter as an ^agriculturist^ 
from a member of an agricultural tnbe. In this one ease he will 
only he able to alienate, except with the sanction of the llevenue- 
officer, to another 'agriculturist' in the same village or to a member 
of some agricultural tribe.' 


'A member of an agricultural tribe may, without sanction, make 
a permanent alienation of land to a niember of the same agricultural 
tribe, or, in certain cases, to a member of any other agricultural 
tribe included in the same group as his own tribe in the same 
district, or, if so notified, in a group of districts. In all 
other cases, every permanent alienation of land by a member 
of an agricultural tribe will require the sanetiou of the llevenue- 
officer.* 


We have revised the definition of ^agricultunst’ so as to 
enable the Local Government, in cases where tlie first ^eirular 
settlement has been made within the past thirty years, to go back 
to the record of some previous settlement; we have amplified 
the definition of ‘land’; wo have included ‘exchanges’ in, but 
excluded gifts or bequests for religious or charitable purposes 
from, the definition of ‘jwrraauent alienation’; we have niado clear 
that the right of tinrestricted purchase allowed to an ‘agriculturist’ 
as such can only be exercised in the actual village or villages 
in which he has acquired such status; and we have also 
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ma^le clear that the action of a Revenue-officer, when granting 
or refusing sanction to a permanent alienation, is purely executive, and 
that any such order sanctioning an alienation is no bar to a suit on 
any question of title, or to any question relating to any reversionary 
right, or right of pre-emption, in a Civil Court, 

. * * * * 

1 come now to tempoi-ary alienations of land, that is, alienations 
by means of mortgage, lease or farm. The Bill as introduced allowed 
for the future only two forms of mortgage, namely, either a usufruc¬ 
tuary mortgage, with delivery of possession to the mortgagee, for 
a maximum period of fifteen yeai^s, and on the condition that at 
the end of the period of mortgage the mortgaged land would revert 
to the mortgagor or his successor in interest with the mortgage-debt 
extinguishixl, or a collateml moi*tgage which, in certain circumstances, 
might be ootiverted into a usufructuary moi*tgage of the natuie just 
nientionecl. These provisions were in accordance wn'th the recom¬ 
mendations of the Punjab Committee, except that the maximum 
period of mortgage was reduced from twenty to fifteen years. Exis¬ 
ting mortgages were not interfered with, except when any such 
mortgage was by way of conditional sale. In these cases, the mort¬ 
gage was to be null and void, but the Revenue-otiieer was empowered, 
on the application of either party, to order the mortgagor to execate 
a fresh mortgage of the usiifructuary nature just mentioned, fora 
period of a fifteen years, or for such less term as the Revenue-officer 
might consider equitable. Vie now propose the following modifica¬ 
tions of these jirovisions. 

In the first place, we think that, except as regards eonditioDal 
sales, wliiich ouglit, in our opinion, to be absolutely prohibited, there 
is no reason to impose any restrictions, whether as to form or period, 
on mortgagee made by any member of a non-agricultural tribe to any 
person, or by a member of an agricultural tribe to a member of the 
same tribe or of a tribe lu the same group. Then, in deference to 
tlie opinion expressed by a large number of the officers consulted on 
the Bill, we have extended the maximum term of iisufnictiiary 
mortgage to twenty years, as was originally recommended by tbo 
Punjab Committee. We also propose, in adoption of a valuable 
suggestion made by Mr. Docie, the present Chief Secretary to the 
Punjab Government, and supjxirted by the Lieutenarit-Govemor, to 



allow a third form of mortgage, whereby the mortgagor will retain 
an inalienable right of cultivating occupancy of the mortgaged land 
as the mortgagee’s tenant, on payment of a fair rent which will bo 
determined, in case of dispute, by a Revenue Court under the provi¬ 
sions of the Punjab Tenancy Act. A mortgage in this form may be 
made for any such term as may be agreed on, but the mortgagor will 
only be liable to ejectment from his cultivating occupancy if he uses 
the land in an improper manner, or, if his rent is jjayable in kind, if 
he wilfully fails to cultivate the land, or if a decree for an arrear of 
rent has been passed against him and remains unsatisfied ; but, even 
if so ejected from his cultiva<^^ing occupancy as a tenant, the mort¬ 
gagor will retain the equity of redemption of his proprietary right 
on payment at any time of the original mortgage-debt. We also 
propose to give power to the Local Government to allow other forms 
of mortgage, at its discretion, in addition to the three forms just 
specified, so as to irermit the use of any existing local kinds of 
mortgage which are of an unobjectionable nature. As regards condi¬ 
tional sales, we propose, as I have already mentioned, to absolutely 
prohibit the future use of this kind of mortgage in respect of Land 
owned by any class of i)ersons, and, as regards existing mortgages 
of this kind which have been made by any member of an agricul¬ 
tural tribe, we proiwse, in modification of the provision in this respect 
of the Bill as introduced, to allow the mortgagee to elect either to 
keep his present mortgage with this particular condition stnick out, 
or to apply to the Revenue-officer to give him instead a usufructuary 
or collateral mortgage in one of the forms to be hereafter allowed by 
the Bill, on such conditions as to the amount of mortgage-debt and 
period of mortgage as the Revenue-officer may consider reasonable. 
Except in the cases which I have just specified, no existing mortgages 
will bo interfered with in any resjrect. 

As regards mortgages, therefore, the scheme embodied in the Bill, 
as amended by the Select Committee, stands thus: 

Any member of a non-agricultural tribe may mortgage his land 
in any form and on any conditions he pleases except by n^ay of con¬ 
ditional sale. So may a member of an agricultural tribe when the 
mortgage is to a member of the same tribe, or of a tribe in the same 
group. But in all other cases a mortgage by a member of an agri¬ 
cultural tribe will have to be in one of the three forms which I have 
explained, or in some other form permitted by the Local Government, 
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isting mortgages will not be interfered with in any way, 
except when any mortgage which has been made by a member of an 
agricultural tribe contains a condition which is intended to operate 
by way of conditional sale. In this one class of cases the mort¬ 
gage will be revised or altered in tlie manner I have described. 

The conditions which will apply to all mortgages made under our 
proposed enactment, and those which may be inserted by agreement 
between the parties, are specified in clauses 7 arid 8 of the Bill. 
Some of these ^conditiotis I have already mentioned in explaining 
tlio forms of mortgage which will be permitted, and I need only say 
further under this head that, in the ease of term-limited usufruc¬ 
tuary mortgages, the mortgagor will be able to redeem his land at 
any time daring the currency of the mortgage on payment of the 
mortgage-debt, or of such proportion of it as the lleveime-ofFicer 
may consider to be equitable, and that in no case will the mort¬ 
gagor be deemed to bind himself personally to repay tlie mortgage- 
money. 

As regards leases, we have amended tlie provisions under this 
head of the Bill as introduced b}^ (1) ineduding tempoiury aliena¬ 
tions of the nature of a farm in the proposed restrictions ; (2) exten¬ 
ding the maximum period of a lease or farm to twenty years, and 
excising the condition that, if the alienor dies within this period, 
the lease or farm will terminate ; (3) limiting the restrictions to 
cases where the lease or farm is by a member of an agricultural 
tribe to a person who is not a member of the same tribe or of a 
tribe in the same group. Thus the restrictions on leases and farms 
are brought into harmony with those on mortgages. 

We have made provision for allowing a person who has made a 
temporary alienation by mortgage, lease or farm for less than twenty 
years to make a further temporary alienation of the same land during 
the currency of the first transaction for a term not exceeding twenty 
years in all, but have retained the provision of the Bill as introduced 
which bars a further alienation of the same land during the currency 
of a mortgage, lease or farm, when the first temporary alienation 
has been made for tue full term permitted. 

We have retained the provision which enables the Kevenue- 
officer, either of his own motion or on the application of the peraon 
entitled to possession, to eject a mortgagee, lessee or farmer who 
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remains in possession after the expiry of the term for which ho is 
entitled to hold under his mortgage; lease or farm. 

We have also retained the provision of the Bill as introduced 
that a permanent alienation which requires sanction, but which is 
made without sanction, shall be treated as a iisafriictuary mortgage 
made in the first form prescribed by the Bill, and we have further 
provided that any mortgage ina<le by a member of an agricultural 
tribe iu any manner or form not permitted by tlie Bill shall be re¬ 
vised and altered by the Revenue-olficer so as to bring it into 
accordance with such form of mortgage permitt^id by the Bill as tho 
mortgagee may appear to be equitably entitled to claim, and that 
any lease or farm made by a member of an agricultural tribe to a 
person other than a menibor of the same tribe or of a tribe in the 
same group for a longer term than twenty years shall bo deemed to 
have b(jen made for only twenty years. 


As regards the restrictions on hypothecations of agricultural 
produce by members of agricultural tribes whicli were included in 
the Bill us introduced, we have, iu modification of the absolute 
prohibition of such ti'unsactions, proposed to allow alienations or 
charges of this description to bo made for a period not exceeding 
one year, or in special cases for a longer period with the sanction of 
the llevenue-officer. 


We have retained the provision which forbids the sale of land 
in execution of a decree or order, but have so far modified such 
provision as to make it applicable only to land belonging to a raeniber 
of an agricultui'al tribe, and wo have also made clear that the pro¬ 
hibition only applies to a decree or order of a Civil or Revenue Court. 
The prohibition as to sale will not, of coirrse, extend to temporaiy 
alienations of land for satisfying a decree which avo made by the 
Collector, when so authorized by the Civil Court, under section 
of the Code of Civil Procedure. 


We have retained but amplified the clause which prohibits tho 
registration of any instrument coutraveuing the provisions of the 
Bill ; we propose to prescribe that transactions which require the 
sanction of a Revenue-oflioer shall not be entered in the record-of- 
rights or in the annual record under the Punjab Land-revenue Act, 
until proof of such sanction is produced ; and we liave provided for 
the proceedings of Revenue-officers under the Bill being regulated 
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by the procedure of the Punjab Land-revenue Act. We have also 
made clear that matters which the Local Government or Bevenue- 
officers are empowered to dispose of under the Bill shall be excluded 
from the jurisdiction of the Civil Courts, and, in order that all 
proceedings before Be venue-officers under the Bill may be dealt 
with promptly and inexpensively, we propose to exclude legal praeti- 
tioners from appealing in such cases, 

Ihe last point which I need mention is that w’^e propose no 
alteration in respect of ihe general application of the scheme embodied 
in the Bill, subject to any territorial or }>ei‘sonal exemptions which 
the Government of India may from time to time make on the 
recommendation of the Local Government. 

I trust, my Lord, that I have succeeded in showing that, whilo 
the Select Committee have not altered the Bill which I introduced 
last September on any important point of principle, their proposeil 
modifications of, and additions to, some of its provisions will have 
the effect of placing the scheme under consideration on a broader 
and more elastic basis. As regards the main object of the Bill, 
namely, the restriction of permanent and temporary alienations of 
land by the agricultural classes, the scheme, jls it now stands, will, 
as regaids sales and other permanent transfers, while adhering to the 
principle of limiting the market of unrestricted transfer to within 
ihe same village community or agricultural tribe, enable the Local 
Government to meet the case of any tribes which are too small to 
provide any real market of sale within the tribe, hy gi*ouping them 
with other cognate tribes within the same district or a group of 
districts ; and, as regards temjx»rary alienations, the maximum period 
for which self-red coining usufructuary mortgages and leases may be 
made has been extended from fifteen to twenty years, while another 
foim of usufructuary mortgage is proposed under which the mort¬ 
gagor may mortgage for any period he pleases, but on condition of 
retaining a cultivating right of occupancy in the mortgaged land on 
payment of a fair rent, and preserving his right to redeem the pro¬ 
prietary right whenever ho may be able to do so. 


[^Extractsfrom the Proceedings of the Governor Generates Cotuicil^ 
dated the 19th October^ 1900,'] 

Punjab Alienation of Land Bill. 

Hij3 Honour the Lieutenant-Governor (Sir M. Young) said :— 

While congraliilating my Hon^ble friend Mr. Riv^az on having 
safely piloted this Bill through troubled waters and on having great¬ 
ly improved its form in the process^ I am bound to confess that I 
find it impossible to speak with much confidence as to its probicblc 
effect. Throughout the discussions which Lave taken place regard¬ 
ing it, I have been conscious of seeing more clearly the objections 
to drastic legislation than the arguments in favour of it. I have 
been more in sympathy with the Punjab Revenue authorities of the 
past than with newer views. Fifteen years ago Sir Charles Ait- 
CHISON, writing of this subject, held the opinion that 'so far as the 
evils complained of are inliereut in the diameter and traditional 
habits of the people, or in the gmdual extension of law and S3^stetnatic 
government over a country governed more or less irregularly, little 
if anjdihing can be done to improve the position of the agriculturists,^ 
Two years later Colonel Wage, one of the most thouglitful and 
experienced Revenue officers whom the Punjab has produced, wrote 
in this connection that' we cannot succeed in protecting people against 
themselves; nor ought ive to bam}ier those who are thrifty by 
restrictions intended for the protection of tliosc who are not/ Sir 
James Lyall in 1891, though strongly impressed with the danger¬ 
ous rapidity with which transfers of land were proceeding in tho 
Punjab, thus expressed himself: " No one venturers to say that wo 

can go back from the gift of proprietary right, and it is generally 
admitted that it existed before our time, and that what we have 
really done is to make it more valuable, and thereby to promote its 
being encumbered and eventually transferred/’ He confined his recom¬ 
mendations to measures designed to check the progress of transfers 
BO far as it is due to the action of our laws and Courts. His pro¬ 
gramme consisted of an Act to be framed for the Punjab on the mcdel 
of the Deccan Agriculturists^ R^elief Act of 1879. He sketched the 
outlines of the measure which he proposed and asked for early leave to 
assemble a Committee of Punjab officers to draft a Bill on those 
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linos. No action up to date has been taken on these proposals, and 
the letter forwarding them remains unanswered. Personally I should 
have been eon tent to follow Siii James Lyall’s programme. But 
restriction of the power of alienating land had no place in his scheme, 
nor did he ever contemplate such direct Interference with the discretion 


of proprietors. The initiative in this respect was taken by the Govern¬ 
ment of India in 1895, when the Governor General in Council 
announced the distinct opinion that some action in the direction of 
restriction upon the alienability of land is generally advisable and 
even necessary throughout India. As explained by the Hon hie 
Mover in his siwech in this Council on the 27th September, 1899, 
this opinion was framed in eonneetion with, though not in conse¬ 
quence of, the recommendations of the Commission appointed in 1891 
to report on the working of the Deccan Agriculturists’ Relief Act 
of 1879 and on the desirability of extending a similar measure to 
other Provinces. What led the Government of ludia to this conclu¬ 
sion has not lieeii exjilained. Tlic idea did not emanate from the 
Local Governments, and up to the present time I believe no province 
except the Punjab has lieen asked to consider it. 1 shall probably 
not be far wrong if I say that Mu. Thorburn’s advocacy of the cause 
of tlie indebted j^ieasaut of the North-M est Punjab against the money¬ 
lender had a good deal to say to it, while the distinguished Punjab 
otficers who at that time and since have been connected with the 
Supremo Government have greatly influeneetl the decision. Be that 
as it may, the pi-oiwsal to restrict the alienation of land in the Punjab 
was made to Sin Dennis Fitzpatrick in 1895 by the Government 
of India and not initiated by the Punjab Government. In reply 
Sir Dennis Fitzpatrick committed himself to the opinion that, if 
an ovcrwlielmingly strong case were made out in regard to any 
particular tract, legislation empowering the Local Government to 
interfere with alienation in that tmet would bo justifiable, and having 
satisfied himself that such a case had been made out iu regard to at 
least one assessment circle of one tahsil in the Guji-anwala District, 
he founded on this conclusion a recommendation for an enabling Act 
restricting transfers, not for an Act applying throughout the Province. 


The reply to Sir Dennis Fitzpatrick’s proposals was received m 
April, 1898, after I had succeeded to (he Lieutenant-Governorship of 
the Punjab. The conclusions framed by the Government of India 
were set forth iu that reply and consisted of two main propositions: 
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that a strong case ecemed to have been made out for prohibiting 
all permanent alienations of agricultural land, except with the sanction 
of some duly empowered Revenue-officer; and, second, that the legis¬ 
lation for giving effect to this view should be general and not 
partial in its character, in contradistinction to the proposal of Sin 
Dennis Fitzpatiitck. I was invited to summon a Committee of 
selected officers to advise me in framing my conclusions upon the 
scheme of the Government of India, and this I did after circulating 
to selected officials and non-officials a senes c>f questions fmined on its 
proposals, and submitted the resolutions of the Committee with my 
own opinion, not quite so soon as I was asked, but still within four 
months of the date of the letter calling for it. The proceedings were 
conducted at high pressure, but the subject was familiar to all of us, 
and my own opinion, which had been formulated and recorded nine 
years previously, had not chauged since that time in any material 
degree; and, had I felt myself at liberty to do so, I should liave 
reiterated my former views and advocated resort to the less drastic 
measures proposed by Mil. Elsmik and myself as Financial Commis¬ 
sioners in 1889, and amplified by the then Lieutenant-Governor, Sir 
James Lyall. But there were two reasons against my taking this 
course. The first was that the Government of India with those 
opinions and many more before it had committed itself to a definite 
preference for interfering witli the right of alienation, and, although 
I was freely invited to express my opinion, I felt 1 should only be 
justified in placing myself in opposition to its views if absolutely 
sure that the policy was mistaken, and that the measure could not be 


adapted to the Province in any form without serious risk. I was not 
prepared to go so far as this. In stating my second reason I have to 
make an admission. The officers whom I nominated to the Committee 
reprcsoited the best experience available, and a very strong embodi¬ 
ment of it. I did not pack my jury, but just took the bc‘st officers 
I could bring together. And they were unanimous In accepting the 
main features of the Government of India scheme. Under these 
circumstances, while giving full expression to my personal doubts as 
to the wisdom of the measure, I considered it the more important 
part of my duty to give it the best shape possible, and this was what 
I endeavoured to do in conducting the proceedings of the Committee, 
and in drafting the opinion which I submitted to the Government of 
India. I regret that that opinion has not been formally placed before 
the Members of Your Excellency's Council. It would have rendered 
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the explanation, which I have felt it my dnty to give, unnecessary. It 
would have made it clear that while the measure now before the 
Council goes beyond the utmost recommendations of tlie Local Govera- 
ment itself, it has the supixjrt, on the one hand, of the deliberate judg¬ 
ment of the Government of India, and, on the other, of a strong 
body of opinion within the Province ; it w'ould have shown that while 
I was personally very doubtful, and even apprehensive, of the effects 
of such a measure, 1 had waived my personal opinion, and confined 
my efforts to shaping it so as to conduce in the best possible manner 
to the end desired. This attitude has been described in one quarter, 
which I am bound to regard with veneration, as ‘ correct.’ It will no 
doubt be described by others as timid. I do not much care what is 


thought of it, but I am anxious for reasons which I will explain that 
my iiosition should be made quite eloiar. That position is described in 
the following extract from the opinion already mentioned 


AssiiTOlng that the Govornniont of India have rlotermined to adopt stringent 
mensnres for cliccking the alienation of laud, and to make those measures of general 
application to the I’anjab, subject to special exemptions, 1 recommend that tho 
scheme accepted by tho Committea for dealing with pormanont atienations, of whicli 
I have given some account above, bo approved. I believe it to bo workable, and to be 
as littlo open to objection os any which can bo devised ; while, it snccossful in chock, 
ing the transfer of laud to tho hands of the money-lender withont unduly dci-ro- 
dating tho wealth of tho zamimhir or creating wide agrarian discontent, it will bo a 
boon to the country. 

This, afbcr the fullest consideration, is all I am able to say m 
favour of the Bill, and it is on this assumption and subject to this 
consideration that I shall recortl my vote in its favour. 

But, iny Lord, it is not merely for the purpose of justifying my 
vote, still less with the object of gratifying a not tmuatural desire to 
explain precisely my attitude towards a measure which will affect so 
closely the vast majority of the people of the Puujab, that I have 
taxed the patience of the Council with what sounds I fear too much 
like a long personal explanation. I have a more important object in 
view. The passing of this Bill is only the first act in a long drama. 
The working of it will Ihj for many years the subject of anxiety to tho 
Administration. A large number of opinions have reached the 
Council, some of them professing to come from bodies of agriculturists 
who are intimately affected by the measure. There arc no doubt 
many genuine sentiments in these papei-s, but neitlier the agricultural 
community nor the village money-lender have really, had their say, 
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nor have they as yet any idea how they will he affected by the 
measure. Nor, I venture to say, has any Member of Your Excel- 
lenoy’s Council. It is only when the provisions of the Bill come to 
be applied that we shall learn the effect of the experiment. How far 
they will depreciate the value of land, how far they will be disregarded, 
how far they will be evaded, how far they will pinch the borrower, 
or make the lender^s trade im]x>ssible, will only be revealed by degrees. 
The venture, which is a l;K)ld one, may bo successful, or it may 
be a failure. But failure in legislation is of two kinds. A law may 
be more honoiirefl in the breacli than in the observance, and no great 
harm is done, though such laws are to some extent a source of w^eak- 
ness to the Administration. But if it actually results in injury to any 
class of persons, the failure is more serious. And the question 
whether this measure will cause injury or not depends very largely on 
the way in w^hich it is worked. The Government of India has re¬ 
tained in its own hands to a large extent the working of the Act. 
This seems to me not unreasonable in view of the fact that it is the 
Goremmont of India which is responsible for the enactment. But, 
wdien the Local Government proposes rules or notifications under the 
Act, T it wdll be remembereil that the Punjab Committee con¬ 
sidered that their proposals embodied the maximum in the direction 
of restrictions on alienation which could be regarded as either safe 
or desirable in the interests of the Province, and that, although a 
strong body of opinion exists in the Province, that interference wdth 
the right of alienation is possible and justifiable, those most nearly 
affected cannot be said to have manifested any desire for such legis¬ 
lation, while the Head of the liocal Government, concurring with his 
predecessors, would have preferred a less dmstic measure to that now 
before the Council. 


And now, my Lord, having explained the limitations under w^hich 
my vote in favour of this measure will he recorded, I propose to make 
only a few remarks in regard to its provisions. As explaineil by the 
Hon’ble Mover in introducing the Bill, the proposals of the Punjab 
Committee constituted the foundation of the scheme wdiich it then 
embodied. And subsequent alterations have still further assimiliated 
it to those proposals, while other important additions have been 
made which in no way militate against them and have my entire 
concurrence. In one respect, however, the Bill departs from the 
distinct recommendations made by the Punjab Committee. That 
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Committee contemplated no interference iu respect of alienations 
of land to agriculturists. The Hon/ble Member in charge of the Bill 
explained in his speech on the 10th August last why he was unable 
to accept this view. The reason was because the agriculturist 
is also in many cases a tmler and a money-lender. Accordingly 
the Bill as introduced iii September, 1899, limited the freedom 
of such transactions to members of the same agricultural tribe 
residing in the district where the land was situated. The limits 
of the district for the purposes of this provision might be 
extended or restricted. The term ^ agricultural tribe ^ was 
similarly liable to formal definition. The Punjab opinions 
recorded on the Bill siipj)orted almost unanimously the view of the 
Punjab Committee, and advocated no restriction on alienations to 
members of an agricult ural tribe. In my opinion of the 15th May 
1 strongly advocated this course, because otherwise matters would 
be maile toe* hard for the small proprietors of small tribes. I 
pointed out that the main object of the Bill would not thereby be 
interfered with, while its principal danger would be averted. 
With reference to this view the Hon’ble Mu. Eivaz explained that 
the Select Committee had recognized the force of the objection that, 
if free transfers were limited too strictly within the same tribe, 
the market in the case of some small tribes would be undesirably 
narrowed. Accordingly he announced that the Bill liacl been amended 
so as to permit of the grouping together, when thought advisable, 
of small and what may be called cognate tribes in the same district 
or iu a group of districts, and to allow permanent alienations 
without restriction within such groups. Now, the Bill itself as 
amended and as now presented to the Council says nothing about 
cognate tribes. It merely provides in section 4 that the Local 
Government, with the previous sanction of the Governor General in 
Council, may determine what bodies of persons in any district or 
group of districts are to be deemed to be agricultural tribes or 
groups of agricultural tribes for the purposes of the Act. I still 
hold the opinion that the Punjab view is correct, and that the best 
plan would be not to interfere with permanent alienations by a 
member of any agrieultural tribe to a member of the same or any 


other agricultural tribe, and that provision in order to meet the 
Hon’ble Members objection should, if necessary, have t)een made in 
the Bill. But, as this opinion has not been accejded by the Select 
Committee, 1 will only record my hope that in w^orking section 4 cf 
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the Bill the Government of India will disregard the suggestion, 
which is not contained in its provisions, to group only those 
tribes whicli are cognate, aud will give full effect to the view of 
the Panjab Government and its ofheers in considering the recom- 
mendations of the Local Government under section 4 of the Bill. 
I cannot too strongly insist upon the view, that the great danger 
of the measure consists in the effect it will have on the small 
agricultural tribes, w’bich will often be found scatti'red in isola¬ 
ted villages far distant from each other. The machinery for meeting 
the case of such tribes is provided in the section I have quoted, 
and I hope it will be freely utilized. 

I find it unnecessary to refer to any other provision of the 
Bill which, on the assumption which I have explained, and subject 
to the remarks I have made, I accept as the best measure that can 
be devised for giving effect to the views of the Government of 
India. I shall direct my best attention during the remainder of 
my term of ofBce to its working, and earnestly hope that it may 
conduce more than I anticipate to the welfare of the agricultural 
population of the Province. 

I will only add in conclusion that the legislation of this Bill 
needs to be supplemented by a system of Agricultural Banks, and 
that I Hsten(?d with much satisfaction to the announcement of my 
Hon^ble friend Mr. Rivaz that the Government of India had such a 
system under consideration, and that of the Hon^hle Finance Member 
that he regarded the project with special interest and proposed 
shortly to take it in hand. 

The Hon^ble Mr. Rivaz said :— 

With reference to some of the views which have been expressed 
in the speeches just delivered, I am a Fluid that I must ask the 
Council to bear with me while, at the risk of exposing myself to 
the charge of wearisome repetition, I make yet a few further re¬ 
marks regarding that all-important part of our scheme which im¬ 
poses restrictions on permanent and temporary alienations. I say 
again that the main object of the scheme is to discourage, as far 
as possible) members of agricultural tribes from selling their 
lands. To those who, while agreeing that sales to professional 
money-lenders ought to be prohibited, yet wish to leave the 
market of sale unrestricted as regards members of all the agricul- 
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between themselves, I wish to saj, how can this bo 
justified ? Our sole justification for interfering with the free 
right of sale which the Punjabi land-owner has hitherto possessed 
is that he has proved himself incapable of making proper use of this 
right, and that lie has been unable to resist the temptation of rai¬ 
sing money on his land, even to the extent of selling it, for 
puri>oses of pure extravagance. If, however, wo only go so far as to 
prevent him from selling his land to the professional money-lender, 
but still allow him to sell as he pleases to any member of any 
agricultural tribe, what would be the result ? To my mind it wmuld 
certainly bo this, l^^e should, by thus partially narrowing his 
market of free sale, depreciate the selling value of his land 
to some extent, hut not sufficieutly so to discourage him from selling 
except in cases of real necessity. He would still be tempted to 
sell for purposes of extravagance, but whereas formerly, when he 
wanted to raise (say) one hundred rupees, he could do so by selling 
a couple of acres, he would now have to sell three. "Would this he 
a fair way of dealing with the small proprietor ? He would certain¬ 
ly disappear under such conditions at a more rapid rate than he is 
disappearing at present. I am not prepared to say whether the 
occiimulation of large landed properties in the Punjab is, from a 
political point of view, desuable or not; but 1 do say most 
distinctly that it is no part of our scheme to encourage the growth 
of large properties at the expense of the small proprietor. 1 
repeat that our main object is the preservation, not the extinction 
of the small proprietor. This then is my objection to keeping 
the market of free sale as wide as some desire to keep it. If, 
however, we limit the market, as our scheme contemplaks, to the 
tribe, or, in special cases, to a group of small similar tribes, 
then I claim that we are really narrowing the opportunities for 
sale to an extent which will remove the temptation to sell needless¬ 
ly, yet will afford a sufficient market in cases of real necessity. 
As I have said before, it is neither possible nor desirable to pro¬ 
hibit sales altogether. The individual must in some cases part with 
his land, but under our scheme the powerful factor of sentiment 
comes in, and the land, though lost to the individual, is preserved to 
the tribe. If, however, in any particular case a man who is compelled 
by necessity to sell his land is really imahio to find a purchaser for it 
at a fair price within bis tribe, the Bill provides a ready remedy. As 
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Ills Honour the Lieutenant-Governor remarked^ in his speech in 
this Council on the introduction of this Bill a year ago, Hhere is 
nothing absolute about the restrictive provisions. The person 
who lies under the greatest disability under the proposed Bill 
can obtain a dispensation from its provisions, if due cause be 
shown.’ 


Moreover, it must be remembered that, although our scheme 
imposes material restrictions on sales, it provides large facilities, 
larger, perhaps, in my own opinion as the Bill now stands, than is 
altogether desirable, for raising money on mortgage. In short, 
the key-note of our scheme is to discourage sales but to provide 
ample reasonable facilities for temporary alienation. 

The Hqn^ble Mr. Tupper said :— 


As I have been closely connected with the progress of the present 
measure in its different stages during the past four years, I am 
anxious, with Your Excellency's permission, to take this opportunity 
of explaining why it has my hearty su 2 )port. 

The reasons for adding to the already existing restrictions on the 
transfer of agricultural land in the Punjab are both political and 
economic. While 1 admit the force of the economic reasons, which 
have been fully explained to-day by the Hon’ble Member in charge of 
the Bill and by the Hon’ble Nawab Muhammad H ayat Khan, I wish to 
say that it is the political reasons which have most strongly influenced 
my judgment in this important matter. 

Here, as ofhiu happens in India, the political argument is in a 
measure an historical argument. It is what I have gathered during 
the course of my service concerniug the political and administrative 
history of the Punjab that has convinced me of the political necessity 
of some measure of the present kind. 

The written history, the traditions, the existing tenures and the 
social institutions of the Province combine to suggest the probability 
that before any authentic and continuous narrative becomes possible 
the jdains of the greater part of the Punjab were peopled by fairly 
compact emigrant tribes who either occupied the waste or drove out 
or subjugated i>revious inhabitants and possessed themselves of the 
land, practically as its masters, much in the same way as, within his¬ 
torical times, the Bannuchis, the Marwats and the Darw'osh Khel 
Waziris possessed themselves of most of the Bannu district, and thp 
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Yusafzals, Miihammadzais, Khalils, Mohmands and Daudzais estab¬ 
lished themselves in the Peshawar Valley. “When the Delhi empire 
fell to pieces, and in the Punjab the confusion consequent on its min 
was worse confounded by the successive irruptions of Nadir Shah and 
Ahmad Shah Duran i, many of the tribes of the Western Punjab 
asserted an independence similar to that with which we are familiar in 
the case of the Afridis and the Orakzais. Amongst these independent 
tribes I may instance the Gakkhars of Rawalpindi, the Janjuas of 
Jhclum and the Sials of Jhang. By this time also the Sikl. ntisls, 
which wore in origin predatory bands like those of the Pindaris, were 
acquiring or had acquired political and territorial power. The inde¬ 
pendent tribes came into conflict with the now formidable Sikh misls, 
and the misls in their turn wore incorporated in the vigorous army and 
the tolerably well consolidated kingdom of Maharaja llanjit Singh. 
In the Eastern Punjab the histoiy was rather different. But in the 
bolder land between the Sikh and the Mahratta Powers strong Jat 
villages frequently defied all authority; and the Sikh viislsy as in the 
Central and parts of the Western Punjab, acquired dominant autho¬ 
rity in the country between the Sutlej and the Jumna. The composi¬ 
tion of the Sikh wish is somewhat obscure, and the mish certainly 
often included men other than those belonging to the domiuaut clans; 
but I think I may safely say that the mish were mainly recruited from 
Jai;s, that is, from men of those very agricultural tribes thickly 
clustered in the central Punjab whom it is an object of the present 
measure to maintain in the enjoyment of their ancestral lands. 

Now, one result of all the history Is that we still have the lands 
of the Punjab plains held largely, though not exclusively, by tribes of 
bold tmlitions and high spirit, whose courage and love of adventure 
commands the hearty sympathies of men of our race, but whose in¬ 
herited qualities, formed in times of war and depredation, are far 
better suited to success in the field of battle than in the Courts of law. 
Ko one wishes men of this type, whose courage in our canso has again 
and again earned our gratitude, to be dispossessed of their ancestral 
lauds. I say no one adv^isedly, for I do not believe that even the 
trading classes, who, by the undesigned effects of our system, are 
being drawn into the possession of some of these lands, really them¬ 
selves desire the social revolution which w^ould ensue if we did not 
interfere to check that process while there is still time to check it with 
^ecti The insidious danger with which the old dominant agricultural 
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tribes are threatened under our rule is not; I think, due to any 
deliberate design or Nvdsh to oust them from their possessions, but to 
the scope allowed to perfectly reasonable commercial instincts from the 
time when law and order superseded the anarchy and turbulence of 
former days. And these commercial instincts, even though they do 
not evoke enthusiastic sympathy, we, who belong to a pre-eminently 
commercial nation, can regard at least with justice and respect. 

In truth, the contest between the agricultural tribesman and the 
money-lender for the sources of wealth which have been so enormously 
developed in the Punjab during the last half century seems to me 
to have been quite inevitable. It has been suggesbxl that the present 
legislation is revolutionary in character and iinsuifced to the social con¬ 
ditions which exist in the Punjab. I venture to think that the 
converse is true. The object of this Bill, as I understand it, is to 
avert a social revolution, not to create one. The Bill is conservative 
of the possessions and status of the classes who were dominant before 
our day and still represent by far the most important political forces 
which we have to take into account in this part of India. It has 
been cautiously devised by the co-operation of many authorities to suit 
the peculiar social conditions which have followed upon the regular 
working of British Law Courts in what was once the kingdom of 
Ran jit Singh. 

It would be possible to take this Bill clause by clause and show 
how each is intended to harmonise either wdth the rural economy of 
the Punjab at large, or with the administrative system which we have 
established there. I do not propose to occupy the time of the 
Council w'ith any such detail; but we may take as an illustration a 
main principle of the Bill, namely, that as between certain classes 
permanent transfers of agricultural laud shall bo allowed only with the 
sanction of a Revenue-officer. Restrictions on the transfer of land 
are, as my Hon^ble friend Na^vab Muhammad Hayat Khan and the 
Hon’ble Me. Fanshawe have 2 >ointed out, no novelty in the Punjab. 

There were administrative restrictions dating from 1850, referred to by 
His Honour the Lieutenant-Governor in paragraph 6 of his 
memorandum on the proceedings of the Simla Committee of 1898, of 
which the object was really the same as one object of the present Bill, 
that is, to prevent the transfer of land to strangers unconnected with 
the village community. There arc still the restrictions, arising out of 
the claims of reversioners under the customary law. Thei-e are the 
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winch in cases affecting certain classes we are about to 
make absolute, on the sale of agricultural land in execution of decrees. 
All these restrictions have failed for various reasons to avert what 
some of us have at length, after fifty years of British rule, been 
convinced that it is most necessary to avert—I mean a direct though 
never-desired and never-intended consequence of the establishment 
of that rule on the position of the old agricultural tribes. 

The early administrative restrictions took their later form in the 
law of pre-emption. That law in itself was insufficient—^for this 
reason amongst others, that it . deals with the issue perceived by the 
first administrators of the Punjab, the issue between the village- 
community and the outsider, and does not deal with tlie much wider 
issue now seen to have been developed that between the trading 
classes and the old agricultural tribes. Moreover, that law, as it has 
come to exist, actually admits the outsider whom it was the original 
intention to exclude. T'his defect will, I hope, be shortly remedied 
by a Pre-emption Bill to l>e introduced in the Punjab Council, paitly 
on its own merits, and partly as being supplementary to the present 
measure. The customary Jaw relating to the claims of reversioners 
k wholly insnliicient, both because its, action dei>cnds on the interests 
and even the caprice of individuals, and because, while alienations 
may be made in case of necessity, necessity luis been held to exist in 
money if wanted for just debts. Finally, the Punjab rules as to 
sales ill execution of decrees have l>een evaded by resort to mortgages 
by conditional sale. I do not pretend that the step we are now taking 
is not a momentous one ; but to my mind it seems just as much a 
natural consequence of the administrative history of the Province as 
the retention of the zamindar in the possession of his ancestral lands 
is a political necessity arising out of its political history. Restric¬ 
tion after restriction has eitlier missed its actual mark or has other¬ 
wise failed to secure that retention. Is it not at least reasonaole that 
we should now intervene, and that in the directest fashion by the 
present legislation ? 

As to temporary transfers, if the mortgagor is not a motnber of 
an agricultural tribe, or if he is such a tribesman, and the mortgagee 
is a member of the same tribe, or of a tribe in the same group, there 
is no change in the law except in so far as the Bill gives power to 
debjmnne what borlies of pensons shall be deemed to be agricultural 
tribes. In other cases we have been guided by experience in selecting 
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for adoption those forms of rpoiigage which are believed to bo least 
harmful to the agriciilfcin-a,l debtor ; and because some forms of mort¬ 
gage and conditions of mortgages not recounte<l in the Bill may 
nevertheless turn out to be innocuous, we have guarded the position 
by enabling the Local Government to add to the forms of mortgage 
and conditions so enumerated. This is one of the many precautions 
we have taken to ensure that the Bill shall not jar with the common 
customs of the x>easantry. 

Lastly, I ivish to express my concurrence with some of the re¬ 
marks of the Hon^ble the Nawae in regard to the trading classes 
from whom most of the opposition to this measure proceeds. I agree 
in the assertions made by him and in some of the jmpers connected 
with this Bill as to the important and useful place which the village 
money-lender occupies in the agricultural system of the country. 
I hope and indeed believe that the more enlightened members of the 
trading classes, all of whom have benefited enormously by British 
rule, will recognise that in the present legislation there is neither any 
hostility to them nor any disregard of their just rights. We do not 


indeed wish them to supplant the zamindars, and so far as we can we 
intend to prevent their doing so. But we mean that the zamindars 
shall pay their just debts ; and I have heard to-day with much 
satisfaction that measures are in contemplation which will enable men 
of the trading classes,—or indeed of any class,—who hold decrees 
ill their hands, to get their money for them more easily than is often 
the case now. I would repeat here the remark that I have made 
elsewhere that a far-reaching measure of the present kind is the 
more likely to succeed if it does injustice to nobody. It is not, in 
my opinion, in any way unjust to the smvkar. It leaves open a wide 
field for the investment of capital in the customary way in mortgages 
of a suitable description—mortgages which do not need the sanction 
of any revenue authority but are necessarily subject to the essential 
condition that the mortgagor who is a member of an agricultural 
tribe shall not be permanently dispossessed. Is it too much to ask 
the 80w/car, who owes so much to law and order and improveil 
communications and the assistance of the courts, to be content without 


the fK rmanent possession of lands which are in the hands of their 
ancestral proprietors a strength to the State, but would be in his 
hands a danger to himself, even sometimes as it is, and more certainly 
and widely should the law and oixler on wliich his tenure dejiends be 
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at any time temporarily interrupted ? The permanent transfer of the 
ancestral lands of the agricultural tribes to the trading classes does 
no good whatever so far as I can see, not even economic good, for 
the agricultural tribes are the better agriculturists : and on the 
historical and administrati'Ve grounds which I have explained I 
heartily rejoice that Governmftnt has determined as far as possible 
to put a stop to it. 

His Excellency the Pkesident said 

When the Government of India utilises its legislative power 
to pass what is certainly a drastic, ' and has been described in the 
course of these debates as a revolutionary, measure, affecting any 
subject, but more particularly affecting the laud, there are two 
questions as to which it should, in my opinion, satisfy itself. 
The first is— has the existence of an evil, calling for legisla¬ 
tive interference, been established ? The second is -is the 
particular legislation proposed the right remedy ? 

The first of these questions we ‘had answered to our own satis¬ 
faction a year ago. A careful study of the reports and returns, 
extending over a period of more than thirty years, had convunced 
the Government of India that the alienation of land in the Punjab, 
practio.ally initiated by the British Power after annexation, is 
progressing with increased and alarming rapidity; that in conse¬ 
quence of this progress land is passing away from the hands of the 
agricultural classes whom it is our policy to maintain upon it, and 
into the hands of classes or persons who, whatever the part that 
they may play in the economy of agrarian life, are not, in our 
judgment, either necessary or desirable as land-holders ; and that 
consequently a grave pohtical as well as economic danger tnreatens 
the province, which it is the bounden duty of Government to avert. 
Nothing that h.as occurred in the interim has tendiMl to shake our 
confidence in the substantial justice of this conviction. On the 
contrary, I think that it has boon strengthened by the evidence 
that has since poured in. We have been told, it is true, that there 
can be no political danger in leaving things as they are, because 
the discontent of the Punjab peasantry is never likely to take the 
form of active rebellion. I should be sorry to think that our 
political objections to a continuance of the statm quo were sup- 
poseil to be based upon such fears as these, It is not a disloyal 
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peasantry that we apprehend. It is a despondent, deht-vidden, 
expropriated and iinpovrevished land-owning class, particularly 
a class recruited from the stable and conservative elements so 
forcibly described by the IIon’ble Me. Tuppeu, which would be both 
a source of weakness to the province and of alarm to the State, 
Again, it has been said today that the soiokar is a very useful and 
even indispensable factor in rural life, who is quite content if 
he secures his reasonable profits, and has no a priori appetitt* 

for land. So far avS I can see, the model money-lender whom I have 
described, and whose utility I do not dispute, will not be at all 

injured by this Bill. The zamindar will still require money, and 
the haniyd will continue to provide it. But it is the Shylock, who 
insists upon his pound of flesh, and who, under the existing system 
Is in the habit of hiking it in laud, because it is the one security 
which his debtor can furnish, at whom we aim. A money-lending 
class I fully believe to be essential to the existing organisation 
of agrarian life in India ; but we do not desire to see them convert¬ 
ed into land-grabbers, either voluntary or involuntary, at the 
expense of the hereditary occupants of the soil. 

I do not, therefore, • feel any doubt as to the seriousness of 

the malady which we have been called upon to diagnose, and for 

which, if we value our responsibility, it Is our duty to prescribe. 
But there arises the second question, whether w'e have or have not 
adopted the right prescription. 

Now, there is one objection that has been raised to our Bill 
which would equally apply to any Bill, It has been said that social 
customs and institutions cannot be changed by arbitrary dispositions, 
either of law or executive authority ; that they should be allowed 
to work out their own salvation ; and that, iq the process of what 
is described as evolution, but is in reality only blind and irres- 
pjonsible abnegation of control, the desired reform will some day 
come. With me this argument carries no weight; for it is the 
argument, both of the optimist, in so far as it cheerily but thought¬ 
lessly assumes that things, if left to themselves, will come 
fight in the end, which I may observe in nine cases out of ten 
is not the case ; and of the pessimist, in so far as it contends 
that Governments ought not to attempt to solve problems, because 
their solution is hard ; while it is also in direct violation of 
historical facts. If successive British Governments had contentedly 
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accepted the proposition that social and agrarian evils aro not 
to be rectified by legislation, where, I wonder, would the boasted 
advance of the nineteenth century have been ? How would the 
men in our coal-ininea, the women and children in onr factories, 
ever liave secured the full protection which they now enjoy ? Would 
labour have emancip.ated itself from the all-powerful control of 
capital ? Had they not been guaranteed by legislative enactments, 
xvhere would the valued privileges of compensation for improvements, 
compensation for accidents, compensation for disturbance, have been ? 

Even in India itself how should we have built up the fabric of 
social and agrarian rights without the instrumentality of the law ? 
Finally, as regards this particidar case of land in the Punjab, 

I do not see how there can be anything immoral or revolutionary in 
talcing away or modifying a privilege which, it is proved beyond 
possibility of doubt, was for the most part one of our own arbitrary 
creation. If it is an improper thing to dimmish or destroy 
proprietary rights in land because it involves an interference 
with the course of nature, ecjually was it an improper thing to 
create them as we did fifty years ago, when they did not already 
exist. You cannot apply the argument at one end of the scale, 
without admitting it at the other. This is the answer to the plea 
of inviolable promises and inviolable rights that was put forward 
today by Sir Harnam Sinoh. The objections in principle to legisla¬ 
tion of this description may, therefore, I think, be disregarded. 

There remains the question whether this particrlar Bill and the 
methods to which it proposes to give the sanctity of law are the best 
remedy that could have been devised. I have been a good deal struck 
in the discussion, both in Council and in print, by the absence of 
any alternative prescription. Inaction, I may point out, is not an 
alternative. It is only an evasion of resjionsibihty. It does not, o 
course, follow, because no other suitable or likely remedy has been 
pointed out, that ours is the solo or the right one. Such a contention 
would be both illogical and foolish. But given an evil which a 
admit, if the method of cure or rather of prevention which is suggeste 
by the responsible physician is questioned either by the patient or 
by the public, the onus, I think, lies upon the latter of indicating 
a better plan. The fact that in the present case no such rival panacea 
has been forthcoming leads me to claim that the Government proposal, 
whether it be sound or unsound, at any rate holds the fielu. 
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I now turn for a few moments to the Bill itself. It will not be 
denied that we have proceeded wdth the various stages of its growth 
and enactment with singular care and delibemtion. The Bill in its 
original shape was the outcome of years of patient study. In the 
form which it has now finally assumed, it also bears the impress of 
repeated reference, of diligent reconsideration, and of an anxious desire 
to meet, in no dogmatic frame of mind, the criticisms whether of 
cxpeH authority or of public opinion. We should, I think, have 
been very obstinate and unwise had we adhered to every clause, or 
even to every leading feature of the Bill, as introduced last year, 
It was emphatically a case iu which a reasonable spirit was called for,^ 
and in which some concession was required to the arguments of 
opponents, not for the mere sake of compromise, but in order to 
bring the measure into closer harmony both with the feelings of the 
community and with the needs of the case. It is in such a spirit 
that the Bill has been conducted through Committee by the Hon^ble 
Mr. Rivaz, on whose behalf it will, I am sure, be admitted by ail 
of his colleagues that if he lias been clear as to where to stand firm, 
he has also known exactly how to conciliate and w^here to yield. As 
a result of the labours of the Select Committee, for which I must, 
on behalf of the Government of India, thank all its members, the 
Bill now emerges a more eflBcient, a more elastic, and therefore a 
more workable, measure. In the old Bill, for instance, the Revcnue- 
officer^s authority for every permanent alienation of land was made 
obligatory even in cases of merely formal sanction to alienation 
between non-agriculturists. Now tliis sanction has boen wisely’’ dis¬ 
pensed with. Next, we have extended the maximum period of 
mortgage, when made by a member of an agricultural tribe outside 
his tribe or group of tribes, from fifteen to twenty years; we have 
added another form of mortgage which is likely to prove both ser¬ 
viceable and popular; and we have given power to the Local Govern¬ 
ment to prescribe, in case of necessity, y’^et other mriations. These 
are only a few among the many changes, and, as I think, improve¬ 
ments which have been introduced into the Bill. I do not say that 
they have converted it into a perfect measure. I have seen enough 
of agrarian legislation in the British Parliament to know that it never 
attains perfection, that it often fails in what are thought in advance 
to be its most certain effects, and that strange and unforeseen conso- 
quences ensue. No doubt our Bill will not differ from English of 
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tsh Land Bills in this respect. Some of its provisions will not do 
what is expected of them. Others will meet with a surprising and 
unexpected vogue. That is the fate of all experimental legislation j 
and (hat wcare making a great experiment I for one have never denied. 
Given tl\e desirability of making it, which I have already argued, 
the utmost that we can do is, as far as possible, to anticipate every 
likely consequence, and to graft upon It the wisdom of the most expert 
intelligence. 


There are some features in the Bill upon which I admit that the 
arguments are very evenly balanced. It has been said, for instance, 
that wc have drawn the restrictions too tight, that the phrase ^ agricul¬ 
turist ’ is too narrow and inelastic a term, and that tliere should be 
no restriction upon dealings between members of that class. I am 
not insensible of the danger of unduly narrowing the market for the 
compulsory vendor, or again of excluding as a purchaser the honafide 
cultivator who may not happen to fall within the agriculturist defi¬ 
nition. But, on the whole, I think that iu these respects we have 
gone as far as prudence and the main principles of our legislation 
allow. The einharrassed land-owner should find a siifliciently wide 
market within the limits of hi? tribal group; while the category 
of agriculturists is, as has been showm, neither so rigid nor so exclu¬ 
sive as has sometimes been assumed. Money-lenders are inside as 
well as outside it; nor need the credit of the debtor be permanently 
impaired for lack of a partner to the desired transaction. 


As regards the future of this legislation, I will not be so rash as 
to prophesy. I should be treading upon too uncertain ground. One 
tiling only I will predict, namely, that the gloomy forebodings of its 
opponents will not be realised. The case for tlie Opposition, as I 
may call it, has been stated ujxm a previous occasion in this Council, 
and again to-day, as w^ell as in a printed Minute of Dissent, by the 
Hon^blb Sill IIarnam Sikgh. If we are to believe the opinions 
which he has expressed or recorded at different stages, and I quote 
his actual words, the majority of the peasant-proprietors of the Punjab 
are to be reduced by this Bill to a state of serfdom w orse than that of 
the Middle Ages; it is to ])C followed by the impoverishment of 
millions of men living upon the soil; it is to doom the people to 
jKsipetual misery, and to dcstro}^ their happiness and contentment; 
I?riiish prestige will be rudely shaken; agricultural credit will be 
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destroyed; and the progress o£ the province will he retarded for at 
least fifty years. Every age and every epoch has hax:l its Cassandra; 
and I do not complain of my Ilon'ble friend for donning the familiar 


garb. I venture^ however, to think that if his superlatives had been 
fewer, his invective .would have been more convincing, and that bis 
vaticinations will be found to have been a good deal exaggerated. If 
this*be so, I am confident that no one will be better pleased than 
the Hon^ble Member himself. I will not rush to the op}.>osite ex¬ 
treme. I have no intention of claiming that universal peace, or 
prosperity, or affluence will settle down upon the land in consequence 
of this Bill. Far from it. There are many questions as to the future 
to which I sliould hesitate to give a confident reply. Will this 
measure really secure to the agricultural tribes of the province the 
full possession of their ancestral lands ? Will it restrain them from 
reckless borrowing? Will it save them from the mesh of the usurer? 
Or, while protecting them from usurei-s of other castes, wdll it hand 
over the feebler and less thrifty units in the class to the richer and 
more pow^erful members of the tribe? Or, again, will it effectually 
divorce the money-bags of the province from the one form of invest¬ 
ment which has always been dear to successful speculation? It 
would require a keener insight than mine to answer such questions 
with any certainty. It may be permissible, however, to anticipate 
that while all of these consequences will to some extent ensue, no 
one will follow to the exclusion of the others. The moneyed classes, 
the nouveaiix riches, will still have their opportunity of obtaining land, 
but not on such easy terms as in the past. The agricultural tribes¬ 
men will not all in a moment be converted to frugal or provident 
habits; but the opf>ortunities and the temptations of borrowing will, 
it is hoped, be less. The w’cakiing and the spendthrift will still go 
under, and his possessions will pass to his stronger brethren. But 
the transfer will be more frequently to men of his own tribe or tribal 
group, and less frequently to outsiders who are not connected cither 
with the traditions or with the traditional occupation of the province. 
The tmiisition will not bo abrupt or sensational. It will be enough 
if, though gradual, it is sure. I shall myself watch the venture 
with the warmest sympathy and interest, not merely because I have 
been head of the Government of India at the time when this Bill 
hss passed into law, nor because I know it to have been framed with 
the most conscientious regard for the public interest, but because it 
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38 the fii*st serious st-ep in a movement which is designed to free the 
aj 2 ;rlcultural classes in this country—the hone and sinew of our 
strength—from an incubus which is slowly but steadily wearing 
them down. 




The Punjab Alienation op Land Amendment Bill, 1900. 

Statement of Objects and Measons, 

The first and most important amendment contemplated by the 
present Bill is the abolition of the statutory agriculturist. Tljis is 
effected by the repeal of section 2 {1) and of section 3 {!) (b) and the 
proviso thereto. 

The experience gained of the working of the Act has shown that 
there are grave objections to his existence. The fundamental objection 
is that the so-called agriculturist is in many cases not an agriculturist 
at all, and that when he is not a member of a notified agricultural 
tribe he frequently belongs to the banta class whose acquisition of 
the lauds of agricultural tribesmen it is the primary and avowed 
object of the Act to prevent. In every village where there are agri¬ 
culturists who are not members of an agricultui-al tribe, there is a 
standing menace to the successful working of the Act. If a banta 
has held land for 30 or 40 years in a village, he does not cease to }>e 
a bauta ; and if he is a land-owner, it does not follow that he is not 
also a money-lender. There is nothing in the structure of rural society 
in the Punjab to separate banias who have held lands since the firet 
Kegular Settlement from others. At present such a hania is in a 
position of great advantage, because the door closed upon the mass of 
the money-lending classes is left wide open to cei-tain members of 
those classes who in the absence of competition of their class have 
better opportunities now of permanently acquiring the lands of zamin- 
dars than they had before the Act was passed. 

Agriculturists who are not members of notified agricultural tribes 
will be found to belong to one or other of the following groups, 
namely,—I hamas^ that is, village shop-keepers, grain-dealers and 
money-lenders, whatever their caste or tribe; II Hindu settlers wLo 
are not money-lenders; III village menials; and IV tribes practising 
agriculture, but usually having also various other avocations, such as 
trade, money-lending, military or other service, and the like. The 
cases of individuals falling under groups I, 11 and III could, it is 
considered, be quite adequately met by the power to sanction per¬ 
manent alienations conferred on Deputy Commissioners by section 3 
of the Act, As regards groups of persons falling under group IV, 
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there is the power to notify them under section 4 of the Act. They 
frequently petition to^t)e notified, and the facts are examined from time 
to time, and if it is possible, consistently with the objects the Act, they 
are notified accordingly. 


The inclusion of the statutory agriculturist has led to great diffi¬ 
culties in the working of the Act. The status is a highly technical 
one, and the people and many Revenue Officers have had great diffi¬ 
culty in comprehending tlie exact position which he occupies under the 
Act, In some districts the records of the first Regular Settlement, or 
of the Settlement fixed for the purpose of determining who are agri¬ 
culturists, do not contain the names of all the proprietors or occupancy 
tenants which renders it difficult to determine whether persons claim¬ 
ing the status actually possess it. A further difficulty has been 
caused by the necessity of providing that tlio Revenue Records shall 
show details of land purchased by agriculturists from members of 
agricultural tribes for the purpose of checking subsequent sales of the 
same land , — ride the proviso to section S (7) {h) the Act. These 
difficulties are not of great moment; the real objections have been 
stated above. The statutoiy agriculturist appears to have been the mere 
creature of the fears with which the working of the Act was re¬ 
garded by those who had no real faith in its principles. The experi¬ 
ence now gained sho^vs that those fears were not justified. His 
abolition is proposed not because the working of tlie Act shows that 
he is already absorbing the lands of zamindars, but because the Act 
gives him the opportunity to do so and because it is a flaw in prin¬ 
ciple to exclude the bania in a great mass of cases and admit him in 
a comparati vely few on the basis of an accidental circumstance uncon¬ 
nected with the structure of rural society in the Punjab, r7>., the 
date of the first Regular Settlement. 

It is to bo noted also that he finds no place in the Act as modified 
in its application to the North-West Frontier Province by Regulation 
1 of 1904, and the same omissions as are now con tern plateil have 
been made in the Randelknnd Alienation of Land Act ( 2 of 


1908). 

In connection with this amendment it is intended to repeal the 
provision in section 4, requiring the previous sanction of the Governor- 
General in Council before a tribe is notified as an agricultural tribe. 
The Act is no longer an experiment, and the Local Government may 
now be well left to decide wdiat tribes shall be notified. The question 
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has become a purely local one full of local detail, and it is thought 
that the Local Government may be left to freely exercise the power of 
admiting tribes to the protec;tion of the Act. Such admissions are 
DOW the more necessary in consequence of the abolition of the statutoiy 


agriculturist. 

It has been decided to include definitely any right of occupancy in 
the expression ‘ land* as defined in section 2 (5) of the Act. Ihis 
is in accordance with the judgment of the Chief Court, No. 11 P. R., 
1904, and also assimilates the present definition to that which has 
been adopted in the Punjab Pre-emption Act, 1905, with the exception 
that the restrictive words therein are omitted, as instances of occupancy 
rights may possibly bo met with which have been acquired otherwise 


than under an Act of the Legislature. 


The definition of permanent alienation has also been amended so 
as to include grants of occupancy rights and gifts for religious or 
charitable purposes. The former amendment is consistent with the 
decision that ‘ land’ shall include occupancy rights while the latter is 
proposefl in order to avoid a possible evasion of the Act. In the case 
of bmd fide gifts for religious or charitable purposes the amended 
proviso to section 3 (2) provides that sanction thereto shall always be 
given. The polii-y of treating these gifts in a liberal spirit and in a 
manner which is likely to be approved by popular sentiment is thus 
maintained. 


The right of pre-emption given to a landlord in the case of a trans¬ 
fer by his occupancy tenant was expressly saved in the Punjab Pre¬ 
emption Act, 1905. The provisions of sections 53 and 54 of Punjab 
Tenancy Act, 1887, are not expressly saved or repealed in the Punjab 
Alienation of Laftd Act, 1900, with the result that the right given to 
the landlord in express terms by Statute is not taken away and is not, 
it is thought, even limited by the necessity of obtaining sanction. It 
is not thought necessary at present to take away the right, but it is 
thought necessary that the Deputy Commissioner should be kept in¬ 
formed of such alienations in order to check evasions of the Act. By 
the section it is proposed to insert as section 2-A, it is therefore pro¬ 
vided that the provisions of the Act shall a^rply to these alienations 
notwithstanding the provisions of sections 53 and 54 of the Tenancy 
Act, but in the new proviso to section 3 (2) it is provided that sauction 
shall always be given. 
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j^In tho caries speciiiecl id section 13 of the Act the Deputy Com-, 
missioncr is expressly empowered to eject the person wrongfully in 
j^ossession and to place in possession tlie person entitled to it. No 
such express provision is made in respect of a mortgagee without pos¬ 
session who may become entitled to an usufructuary mortgage under 
s^tion 6 (J) (i)y nor in resj^ect of a mortgagor who under section 7 
(5) may redeem his land. It has been thought expedient to make 
it clear that a Deputy Commissioner may complete the case without 
comj:>elling the parties to go to another tribunal before those entitlcKl to 
possession can enjoy it. The power of a Deputy Commissioner should, 
however, be so limited as not to affect the claims of persons other than 
tho parties before him who may have obtained possession. Sections 
6 and 7 have been amended accordingly. 


Section 9 has also been amended to provide for a case which 
has not been infrequent in practice. A mortgagee put to his election 
asks for a fresh mortgage which the mortgagor refuses to execute. 
Matters are then at a deadlock. The mortgagor, it is true, if lie re¬ 
fuses the help offered, might be left to his fate and the mortgage 
might be foreclosed against him precisely as if section 9 (j2) did not 
exist. But the refusal is generally due to ignorance and suspicion, 
and to leave him to his fate would be entirely to the advantage c;f tho 
mortgagee. It is an object of the legislation to protect the ignorant 
mortgagor and to protect his heirs, and to prevent the land going from 
the family. Power has therefore been given to the Deputy Commis¬ 
sioner to execute the mortgage on his behalf. The case only arises 
where there is a condition intended to operate by way of conditional 
sale In a mortgjigo made before the commencement of the Act, but 
these will continue to bo dealt with for a good many years to come, 
and the amendment is therefore considered advisable. 


A new* section has been added after section 21. It follows section 
27 of the Punjab Pre-emption Act and enables a Deputy Commis¬ 
sioner to take action in respect of a decree or order of a Civil Court 
which appears to him to be contrary to the provisions of tho Punjab 
Alienation of Land Act. It will enable a check to be placed on 
attempts, collusive or otherwise, to evade ^^he Act, and provides a 
remedy against mistakes of subordinate Courts. 


\Exlracifi from the proceeHing^ of the Pnnjab Council dated the 
25th October, 1906.1 

PtTNJAB Alienation of Land Act ^Vhendment Bill, 1906. 

The Hon'ble Mu. Gordon said ;— 

The Punjab Laud Alienation Act which has now been in force 
since 1900 was the outcome of long years of discussion. Although 
it had come to be clearly recognised that something must be done to 
arrest tlic process of transfer of land from the agricultural population, 
there was still plenty of room for difference of opinion as to the way 
in which this object was to lie attained. Even the keenest supporters 
of the present Act, and those who were responsible for it, might w’cll 
be inclined to entertain doubts as to the precise effects of what was 
fully recognised to bo a legislative experiment of a rather revolu¬ 
tionary character. There was nothing which could give any certain 
indication of what those effects were likely to be. 

Looking back on six years of practical working of the Act, I 
think we may safely say tliat it has been a success beyond the expecta¬ 
tions of its most ardent supporters. That is a subject, however, on 
which it is unnecessary for me now to enlarge. The point on which 
perhaps the most serious apprehension was felt was that the Act, 
instead of conferring a benefit on the class for whose protection it 
was meant, would cause serious inconvenience to them by the con¬ 
traction of credit. It was feared that the money-lending class would 
not continue, under the altered conditions, to make the necessary 
advances to the zaraindars, and that the lafter would not bo able to 
get along without the assistance of this nature on which they had 
so long depended. We now know that this apprehension has not 
been justified in practical experience. Unlimited credit has undoubt¬ 
edly been contracted, tlio village money-lender is not perhaps now 
so keen on pressing a loan on the reluctant zamindar, and the latter 
may find it more difficult to obtain the necessary funds for reckless 
expenditure. But there is nothing whatever to show that, as a result 
of the Act, the zamindar has been hampered in his business and in his 
daily life by the difficulty of getting ready raonej'* when he requires 
it. Looking at the working of the Act in this direction, it may be 
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id that it has had a tendeucy to enforce thrift without causing any 
general inconvenience. 

It was inevitable, considering that the present Act was in the 
nature of an experiiuent, that some defects would come to light in 
its working. That so very few defects liave Ijcen discovered appears 
to me to demonstrate the wisdom and foresight of those who were 
responsible for framing the measure. The objects of the Bill which 
I will presently ask leave to introduce are to effect one alteration 
which may perhaps be regarded as radical, and to remove certain 
defects in detail which have made themselves apparent. 




One very striking feature of the Act is that, while the non- 
agricultin-al classes are excluded generally from the power of acqui- 
rhig land belonging to the agricultural class, this exclusion was 
relaxed in the case of a small .portion of the former. The relaxation 
was undoubtedly due to the apprehension I have already alluded to. 
The genesis of the datuiory agriculturids may he said to have been 
the result of the fear that undue economic inconvenience might result 
from the exclusion %no ictu of the entire money-lending claiis. 

Except to the initiatod the terra agneuliunst would certainly 
convey an erroneous impression of what it was intended to cover. 
The word liad come to be used in connection with the revenue statis¬ 
tics of the Province to denote a person whose hereditary occupation 
was not agriculture, hut who had acquired property in agricultural 
laud. We had come to make a distinction for statistical purposes 
between those who had recently become land-owners and those who 
had been land-owners for some time. The latter were known as 
old agnculttirids, and it was this class in whoso favour it was decided 
to relax the exclusion from the power of acquisition. It was neces¬ 
sary to draw some artificial line of distinction between the two classes 
of non-agricultural land-owners which we were creating, i.e., those 
on whom it was considered desirable to confer the power of acquisi¬ 
tion because of the fact of their having hold land for a long time, 
and those who had acquired land more recently and were therefore 
held not to be entitled to the privilege. This was effected by defining 
in the Act an agricMurid to mean any person who in his own name 
or in that of his ancestor in the male line was recorded as an owner 
or as an occupancy tenant at the first Eegular Settlement of his 
district. But the framers of the Act did not go so far as to extend 
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the advantages which the privileged position involved to all who 
came within the definition, and section 3 (i) permits jiermauent 
alienation of laud by a member of an agricultural trilwonly to a person 
who ‘holds land as an agriculturist in the village where the land 
alienated is situated.' Thus the privileged a-ffricultunst owed his 
position to two circumstances whieli might be purely accidental, the 
point of departure in respect of the original acc^uisition Iieing taken 
to bo the first Kogular Settlement, while the second accident was 
that of the acquisition Imving been made in the particular village. 


It was not to bo expected that a distinction of such a highly 
artificial nature would he at once understood even by those directly 
affected. The ordinary zamindar at oncogras])od the fact that he could 
not in future make a permanent alienation of his land except to one 
of his own class; hut the privileged agnciillurid was beyond not 
only his comprehension, but also as a rule that of the agriculturist him¬ 
self, and, it may be ailded, of the ordinary run of subordinate officials 
who had to deal with the details of the working of the Act. Owing 
to this and other reasons, it has come about that comparatively little 
use has been made of the permission to make pormauent alienations to 
statutory agriculturists, while we have the broad fact that, notwith¬ 
standing this result, the Act has hitherto worked with all the success 
that could be desired, and without any of the anticipated economic 
difficulties in view of which the statutory agriculturist w-as created. 


It has thus been proved in practice that the statutory agricul¬ 
turist is not a necessity for the working of the Act. It has also been 
proved that the maintenance of this artificial class is highly incon¬ 
venient. The arbitrary line drawn by the Act as to the time before 
which the qualifying acquisition must have been made works most" 
irregularly. First regular settlements were effected in the Punjab 
between the years 1837 and 1870, or even later. Each claim to be 
an agriculturist requires special inquiry, and there arc many troubles 
ami uncertaiuties involved iu the determination of the question. 
Moreover,, further permanent alienations by an agriculturist alienee 
are subject to special restrictions, and this involves ear-marking the 
areas concerned, while there are other numerous complications which 
need not be detailed. These reasons fully justify the conclusion 
that ‘ the confusion and trouble caused by the introduction into the 
Act of the statutory agriculturist are such as would only be justified 
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hy a very mucli stronger demonstration of the necessity and utility of 
the provisions (to this effect) than has so far boon brought to notice/ 

There is the farther consideration of the mischievous effects 
which arc likely to ensue unless the datiitorjj agricultnrut is eliminated. 
The agriculturist of the Act belongs in the great majority of cases to 
the money-lending class from whose encroachments we specially desire 
to protect the Punjabi peasant, and there are indications which clearly 
point to the necessity of protecting the latter against the statutory 
.agriculturist. There appears to be every probability that, unless wo 
interfere, considerable quantities of land would before long pass from 
the agricultuml to the privileged portion of the money-lending class. 
There is the further real danger of the privileged agriculturist taking 
over the debts and mortgages of other money-lenders who have not 
the favoured status and then proceeding to acquire the lands of the 
indebted peasants. 

I should add that wlien the Punjab Act was extended to the 
North West Frontier Province in 1901 the provisions relating to the 
statutory agriculturist were cut out. Again, in the Bundelkhand Act, 
(1903) there is nothing to correspond to the agriculMirist of our Act, 
while in framing the Punjab Pre-emption Act, 1905, we studiously 
avoided the insertion of any provisions based on the presumption 
that the statutory agriculturist was a permanent feature in our 
legislation. 

For the reasons which I have dehiiled, not, T hope, at too great 
length in view of the importance of the matter, the general conclusion 
has been accepted ^ that the introduction of the into the 

legislation of 1900 was unfortunate, and that the artificial provisions 
then inserted may now be abrogated as being unnecessary, inconvenient 
and mischievous.’ The main object of the present Bill is to give 
effect to that conclusion. 

The opportunity has at the same time been taken to provide for 
certain minor altoiutions in the Act which the experienco of the last 
six years has shown to be required. These alterations fall under 
six heads, conceruing— 

(f!) the effect of the Act on occupancy rights; 

{%%) the treatment of gifts for religious or charitable purjmses j 
{iii) the authority required for notifying agricultural tribes. 
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(iv) the enforcement of the provisions of the Act regarding tem¬ 
porary alienations; 


(t>) the completion of the existing provisions regarding the coq- 
versioa of conditional sales into temporary alienations. 


(vf) the relation of the civil courts toAvards the executive in the 
administration of the Act. 


I will now deal with each of these heads in the order given. 

(i) First as regards the question of occupancy rights. It was the 
intention of the fmniers of the Act that the provisions of the Act 
should not apply to occupancy rights, probably because it was thought 
that the Punjab Tenancy Act did all that was required in the direction 
of restricting the alienation of such rights. In 1904, however, the 
Chief Court ruled that the definition of land in the Act did include 
such rights, and that decision has been since acted on. It has now 
been decided to remove all further room for doubt and to confirm 
the present practice by expressly including occupancy rights in the 
definition of land which the Act contains. 

An obvious device for evading the provisions of the Act was for 
a member of the agricultural class to confer riglrts of occupancy on a 
person in whose favour he could not effect an alienation of proprietary 
rights. It has, therefore, been thought advisable to include the grant 
of occupancy rights in the definition of permanent alienation given 
in section 3 (4) of the Act, so that under section 3 such grants may, 
if necessary, be prevented where the alienee is not a memlx^r of an 
agricultural tribe. I should explain, however, that tliere is no in¬ 
tention to prevent the Deputy Commissioner sanctioning such aliena¬ 
tions Wiiere the object is to promote agricultural development by 
giving favourable terms to new settlers and the like. 

Another point in connection udth occupancy rights is that under 
sections 53 and 54 of the Punjab Tenancy Act a landlord can claim 
pre-emption in the case of a sale of, or foreclosure of a mortgage on, 
a right of occupancy. These sections afford a possible mevans of 
evading the provisions of the Land Alienation Act; and, while it is not 
intended to place restrictions on the bond fide exercise of the right of 
pre-emption by landlords who do not belong to the agricultural clast, 
it is considered advisable that such transfers should bo subjected to 
the review^ of the Deputy Commissioner. "While, therefore, on the * 



one hand^, such transfers are made subject to the provisions of the Act, 
it is at the same time provided that the Deputy Cornniissioner shall 
sanction transfers of this nature made hond fide by a tenant to his 
landlord [clauses 3 and 4 {2) of the Bill], 

{it) Gifts for religmis or charitahle pufjooses .—Gifts of this 
nature are exj)ressly excludal from the definition of ^permanent aliena¬ 
tion^ in the Act as it now stands, and hero again there is an opening for 
evading the restrictions imposed by the Act. In the Bill this matter 
is dealt with on similar lines to those applied to the purchase by a 
landlord of occupancy rights, i.e.^ the sanction of the Deputy Com¬ 
missioner will be necessaiT, but it is provided that sanction must be 
given to all hond fide gifts of this diameter. 

(tVi) The permission of the Government of India has been 
obtained to a change in respect of the authority for notifying agricul¬ 
tural tribes. Section 4 of the Act requires tl\e sanction of the 
Governor-General in Council before a tribe can be notified as an 
agricultural tribe. The work of notifying tribes has been practically 
completed, and the general principles on which they are selected for 
notification have been determined, so that there is no further object 
in requiring previous sanction. Clause 6 of the Bill provides for the 
deletion of the words which mate such sanction necessary. 

(it') The fourth point to be noticed is one of some considerable 
importance in the practical working of the Act. One of the main 
features of the Act was the limitation of the period of years for 
whid! land could be temporarily alienated by members of agricultural 
tribes to outsiders, ami power was given to the Deputy Commissioner 
to oust a mortgagee or lessee who remained in possession after the 
expiry of the prescribed perioil. But two defects or omissions have 
come to light of which I will notice the more important first. Where 
a mortgagee under either of the first two forms of mortgage permit¬ 
ted by section 6 is in possession of the land, section 7 (5) peumits 
the mortgagor to redeem the land on payment of the mortgage debt 
or the proi>ortionate amount of it which the Deputy Commissioner 
determines to be due. But if the mortgagee declined to receive the 
amount due when tendered by the mortgagor or to give up posses¬ 
sion, the mortgagor would have to face the troubles and expense 
involved in civil litigation. It is a very common cause of complaint 
that a mortgagor may be quite ready and willing to make the pay- 
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ment necessary for redemption, or may even have made it, but finds 
himself prevented from getting back his land owing to the passive 
resistance of the mortgagee. It is now proposed (clause 7) to give the 
Deputy Commissioner power to eject the mortgagee where either 
(1) it is proved to his satisfaction that the mortgagor has paid the 
nioitgage debt or such proportion of it as the Deputy Commissioner 
finds to be equitably due, or (2) the mortgagor tenders the amount due. 

The other defect is of less importance. "WTiere a mortgage is 
without possession and the mortgagor fails to fulfil the terms of the 
mortgage, the mortgagee may apply to the Deputy Commissioner 
to be put in possession, and tlie Deputy Commissioner may thereon 
determine that the mortgagee should be put in possession for a period. 
Bat the Deputy Commissioner was not at the same time given the 
power of enforcing his decision by putting the mortgagee in posses¬ 
sion, Clause 6 has been framed to remedy this omission. 

(t;) The fifth of these minor points in respect of which it is 
proposed to remedy the defects brought to light in the working of the 
Act concerns the matter of mortgages with condition of sale. The 
Act declares null and void a condition of sale in a mortgage made 
after the commencement of the Act. In the case of a mortgage 
with eonditiou of sale executed before the commencement of the 
Act the Deputy Commissioner is empowered to put the mortgagee to 
his election whether he will agree to the condition of sale being struck 
out, or will accept a fresh mortgage in one of the authorized forms. It 
has been found in a good many cases that where the mortgagee accepts 
the latter alternative further progress is stayed owing to the refusal 
or neglect of the mortgagor to execute a fresh deed. The refusal 
might be due to one of several causes ; and in particular it would 
obviously be to the advantage of the mortgagee that the mortgagor 
should refuse, if the result was to leave the condition of sale effective. 
It has been considered advisable, in the interests of the mortgagor, 
to insure that he should not suffer the consequences of his refusal or 
inaction, and it is accordingly provided in clause 8 that, in such 
circumstances, the Deputy Commissioner should have the power to 
execute the deed on bcdialf of the mortgagor. 

{vi) The last point to be noticed concerns the action of the civil 
courts in relation to the working of the Act. It has been found that 
in a large number of cases subordinate civil courts have passed decrees 
31 
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(usually with the consent of the parties) involving transfers of land 
in contravention of the provisions of the Act. This is a very 
insidious form of evasion^ because the civil appellate court is seldom 
moved to interfere, and there is no other means of putting the matter 
right. Either such cases may escape the notice of the Deputy Com¬ 
missioner, or if they do come to his notice, he finds himself helpless 
to intervene. It is now proposed to provide means hy which (1) the 
Deputy Commissioner shall be kept informed by the civil courts of all 
decrees which thej^ pass involving transfers of land from members of 
agricultural tribes to money-lenders, and (2) he ^laU be in a position, 
apart from the wishes of either party, to move the superior civil courts 
to interfere. Clause 9 of the Eill has been framed with this object. 
It follows +he analogy of 4on 27 of the Punjab Pre-emption Act, 
and provkl rhich the Deputy Commissioner will be 

able to brill. tor civil courts, with a view to revision, 

any decree of a civil court which appears to him to be conti'ary to the 
provisions of the Act. 



CHAPTER V. 

PiiovisioN OF BoiliiowiNa Facilities. 

\^J)esp{itck from the Govemor>-Ge',ural of India in Council lo the Secr^- 
iar^ of State for India. — No. 7 {Nevemie)^ dated 81st May^ 18S4I\ 

Agtitcultur vl Banks. 

* * * have the honour to submit, for your Lordship’s 

consideration, a copy of coiTespondence ■which has passed between 
us and the Government of Bombay on the subject of establishing’ an 
agricultural bank in the Deccan. 

2. The utility of similar institutions in Europe, America and 
Australia is well known to your Lordship, and we undcrsland that in 
the British Colonies especially the progress of agriculture and the various 
enterprises connected therewitli have been much advanced by the 
monetary assistance thus afforded to the cultivating and land-owning 
classes. There are indications that India, no less than the countries 
to which we have referred, suffers from w’aiit of loanable capital. 
The rate of interest is extremely high even where the security is of 
the best description, and the agriculturist when in need of money 
for the most prudent purposes, has to pay so dearly for a loan that 
it absorbs the profits of his business. The Deccan Ryots Relief 
Act, the Jhansi Encumbered Estates Act, and other similar measures 
of an exceptional character have tended to relieve the peasantry in 
some localities of a hopeless load of debt; but they have not enabled 
the thrifty and industrious cultivator to obtain money for agricul¬ 
tural purposes on easier terms or more equitable conditions. We 
have endeavoured to meet this need in respect of loans for land 
improvement by advances of public money under the Land Improve¬ 
ment Act; but this is not sufficient. The cultivator requires money 
from time to time for other purposes, and it has been found that if 
be can only borrow for one particular object from the Government, 
he prefers to deal entirely with the money-lender who will lend for 
all purposes. What is wanted, therefore, is a private bank which 
wdll in a measure take the pJace of the village usurer^ but which will 
at the same time be bound by the articles of its constitution to 
restrict its dealings to the more solvent cultivators and to supply 
capital at comparatively easy rates and on equitable conditions. 
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3. We consider that banks of this kind if they conld be sucoessf iilly 
started, might be of considerable benefit to the country. ^ There are, 
however, special diflScuties to 1)0 encountered in India, which are not 
met with elsewhere in Ihe way of their establishment. Improvi¬ 
dence of cultivators and uncertainty of seasons are elements which 
are liable to interfere with a bankas success; and though these 
difRcnlties might be met by prudent management, yet the bank could 
not hope to succeed unless it could stai't in a field where the agricul¬ 
tural classes were unencumbered with debt, or were enabled to 
licjuidate their existing debts on reasonable terms, 

4, When, therefore, we considered the subject in 1882 in connec¬ 
tion with the liand Improvement Bill, we came to the conclusion 
that more assistance must l>e given by the State to an agrieultuial 
bank in India on its incej^tioii than is necessary in other countries. 
More especially is this the case in a part of the country like the 
Deccan, where the need for a such a bank on the one hand is 
greatest, and the difficulties arising from the indebtedness of the 
population and from the precariousness of the seasons are, on the 
other hand, most serious. If the experiment succeeded, similar banks 
might probably be started with less aid or without any aid from the 
State, and the benefits likely to arise from such institutions seemed 
to us so great that we were prepared to give cordial supiX)rt to a 
poineer bank. We saw that it would be necessary to clear the way 
for the bank by liquidating the debts of the agriculturists within 
the selected area, on the understanding that our advances would be 
taken over by the bank when it started business. We also saw that 
confidence must be given to the promoters of the bank b^^ allowing 
it, for a time at least, to recover its loans through the revenue courts, 
by assigning in some cases priority to its loans, and by remitting 
stamp duty and other dues for a certain period in its favour. In 
return for this assistance we considered that the bank should limit its 
i*ate of interest to 12 per cent, and that its management should 
conform to regulations framed by us somewhat on the model of 
those prescribed for the Credit Foncier in Egypt, with which our 
colleague, Major (now Sir E.) Barijs^g, was well acquainted. On 
these lines we sketched out a scheme which we thought well worthy 
of an experimental trial, although we were not prepared to go beyond 
a limited experiment which might enable us to determine by the 
trial of practical experience the conditions under which banks of 
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this kind are likely to he successful ; the real value of the ohjectious 
wliicii are sonietimcs urged against them, and the best mode of 
meeting any difficulties to which their working may be exposed in 
India. 

5. Hearing from Bembay that a number of native bankers in 
Poona and Bombay were willing to give the scheme a favourable 
reception^ we communicated our proposals to the Government of 13oml>ay 
for consideration and opinion. That Government stated in reply that 
the scheme was not impracticable, and that it was willing to try it 
on a small scale, if the details could be successfully arranged- Two 
syndicates of bankers bad been formed, one in Bombay and the 
other at Poona^ wluch were each prepared to try the experiment if 
the Government would accede to their conditions. The Govern¬ 
ment of Bombay recommended us to accept the offer of the Poona 
Committee, as their demands were more in aecoixi with our original 
proposals than those of the Bombay Committee. The Bombay Com¬ 
mittee, among other things, asked for a monopoly of the agricultuml 
banking business throughout the Presuleucy, and for a Govern¬ 
ment guarantee to its debentures. A further proposal has been made 
by Mr. Javeri Lal Yajnik to staid, a similar bank iiiGiizerai; 
hut his scheme lias not yet been considered by the Bombay Govern¬ 
ment, and wo only mention it here in order to show that the experi¬ 
ment has excited considerable interest. 

6. The Government of Bombay suggested that the experiment 

might be confined to the Purandhar in the Poona district, and 

rejxjrted tliat a sum of 6i lakhs would probably lie required for the 
preliminary liquidation of the debt^s of the cultivators. Voluntary 
liquidation of the nature suggested by us ivas considered essential 
to the scheme, and the Bombay Government agreed with us that 
legal provision would be requisite in order to place the Government 
advances in the position of first charges. At the close of the letter 
the very imix>rtant question was raised whether the whole of tlie 
bankas dues should be regularly recovered by the revenue courts or 
w'hether resort to this agency should be strictly confined to cases 
of default- As it was eminently desirable that there should be 
no misunderstanding on this important point, we explained our 
view’s to the Government of Bombay in our letter, No. 572, of 23rd 
Maj", 1883. We stated that the aid of the revenue court could not 
be given to the bank except on proof that it had attempted to 
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coUi‘ct the debt; and that in order to secure clue exertion on the part 
of the bank, it mi^ht be desirable to recpiire it to paf fees ou all 
processes issued on its application through the revenue courts. In 
reply to our letter, the Government of Bombay expressed its entire 
concurrence with this view, and informed us that the Poona Com¬ 
mittee also accepted it, thougli deprecating any charge on the issue of 
processes. In regard to this point we may here state that we adhere 
to our opinion that such fees should be charged. 

7. The other questions and demands of the Poona Committee have 
been carefully considered by us, and, with the consent of the Govern¬ 
ment of Bombay, we have again consulted Sir Wiluam Wedderburn 
personally, who is acquainted with the views of the Poona Committee, 
on all the details of the scheme. We propose now, with your Lord- 
sliip^s concurrence, to sanction the experimental establishment of the 
bank in the Purandhar falaqcf, and to find tho funds requireil for the 
preliminary liquidation. As all that we at present propose is the 
trial of an experiment, we wish to meet the views of the promoters 
as far as we can, so that the trial may be as fair as possible. At the 
same time we keep ourselves free to watch its results, and commit 
ourselves in no way to future action either with regard to tlie bank 
which it is now proposed to o])en, or to any other institution of the 
same kind. W^e consider that the requisite legislation should be 
undertaken by the Government of Bombay (though this may require 
a conlirming Act to be passed by the Viceroy’s Legislative Council), 
and we propose to leave the supervision of the bank in the hands of 
that Government. 

8. The most important question with regard to the aid proposed to 
be given to the bank is undoubtedly the recovery of the bank’s debts 
through the revenue courts. The objection has been raised that it is 
undesirable in principle to give extiuordinary remedies for the re¬ 
covery of ordiiinry debts, and that if the aid of the revenue couHs 
were often invoked, they might incur the disfavour wdiich naturally 
attaches to the office of debt collector. Vie are not insensible to the 
foice of these objections : indeed, we should consider (as would also 
the promoters themselves) the whole scheme to be a failure if frequent 
recourse were to be had to this extraordinary method of procedure; 
but tl\e promoters of the scheme say they look to the recoveiy of 
their instalments regularly as tliey fall due from the crop, and urge 
that the existence of this power will give them valuable facilities 
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for SO recovering their debts instead of allowing them to accumulate 
tiH recovery is only possible by sale of the land itself. The expense 
and dilatoriiiess of the Civil Court procedure tend necessarily, tliej 
urge, to the latter mode of recovery. As they attach veiy great 
importance to this pirt of the scheme, we think that the concession 
should he granted in a restricted form. We therefore propose to 
confine the privilege to the case of debtors whose affairs are liqnidatcnl 
by the Government in co-operation with the bank, and to restrict it 
to a ix?riod riot exceeding 10 years. This would apparently be 
accepted by the promoters of the bank, and it is justified by the 
consideration that the bank lakes the place of Government in regard 
to the liquidated debts of the ryots. Within this jKiriod we would 
allow the bank to recover through the revenue authorities from the 
debtc»r and his successors in interest, not only the original advance, 
but also subsequent loans made to him for wlmtever purpose by the 
bank. We would require the bank to furnish proof that it bad 
attempted to recover the debt through its own agents, and we would 
prescribe light fees on all pmeesses. We would further sns}X3nd the 
the execution of such processes in any season in wdiich the Govern¬ 
ment may have thought it right to suspend the land revenue payable 
on the debtoi’^s land. In respect of other debtors, wdiose afPaii's had 
not been liquidated, the bankas remedies would be restricted to tlie 
ordinary provisions of the Civil Code. We ai*e also willing to exempt 
the bank from stamp duty on bond.? and documents connected wnth 
advances to all classes of debtors, and from Court fees on the insti¬ 
tution of civil suits, for a period not exceeiUng 10 years, to be fixed 
by the Government of Bombay. We would also for a similar period 
exempt the bank from registi^atiou fees. 


9. As to the priority to be given to the bank in respect of its claims, 
we originally were of opinion that it w^ould be sufficient if the bank 
were placed in the position of fii'st mortgagee in resi)ect of the 
liquidated debts which it took over from Goveniment, arid also in 
respect of any loans which w^re received for, and hondfide applied to, 
land improvement. The Poona Committee, however, have objected 
to this limitation, and m*ge the impossibility of the bank distinguish¬ 
ing in regard to the purposes to which its loans may bo ap})lied; and 
after fully considering the point, vve are now prepared to assent to a 
provision that, where the bank lias under the liquidation proceedings 
acquii-ed the position of the first mortgagee, it should be given, hi 
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respect of further limited advances made to these clients, the same 
priority as an ordinary first mortgagee can acquire by stipulation in 
accordance with Section 79 of the Transfer of Property Act. 
Provision would also have to be made for limiting the maximum 
amount of further advances (which we agree with the Poona 
Committee should in no case exceed 75 per cent, of the security), 
and for declaring what should constitute notice to subsequent 
mortgagees. 

10. A third concession of some importance asked for by the Poona 
Committee is that, the Government shall engage not to revise during 
the next 80 years the land assessment of such villages of the taluqa 
as are still under the original settlement. We agree with the 
Government of Bombay that no promise to this effect can be given, 
since such revision operations as are now going on must certainly be 
completed. It has since been suggested that, should the bank consider 
this absolutely necessary in order to give security to their opeiutions, 
it might bo possible to postpone for a fixed period the collection of 
such of the revised assessments as have not been actually introduced 
when the liquidation scheme is complete; but we abstain from 
expressing an opinion on this suggestion, which has not yet been 
considered by the Government of Bombay; we apprehend, however, 
that the recently declared policy of the Government of Bombay, in 
respect to future revisions of assessment, has now lessened the import- 
ariee of the question, as it practically gives that security to landed 
property throughout the Presidency which the Committee have asked 
for in respect of the area selected for the opemtions of the bank. 

11. We need not trouble your Lordship with the minor details of 
the scheme, which remain very much as they were stated in our letter 
of 5th December 1882 to the Government of Bombay. The liquida¬ 
tion would be entirely voluntary, and, as suggested hy the Poona 
Committee, might be confined to occupants of land M’^hose assets are 
at least double the gross amount of the awarded debt. The rate of 
interest on advances made by the liquidators might be fixed at 9 per 
cent, with a sinking fund of from 1 to 3 per cent., and it is proposed 
that the bank should take over the entire amount of the sum 
advanced by Government on an agreement to repay it within two 
years, with interest at 4 per cent. The Bank would bo at liberty 
to make loans for any purposes, or to any persons having a transferable 
interest in laud within the taliKiaj but it v/ould engage to limit the 
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rate of interest on all loans to a maximum of 12 lyer cent, and to 
conform, in respect to other matters, to the rules prescribed by the 
Government. 

1-^. We have directed the Government of Bombay not to take any 
further action in the matter until we are acquainted with your liord- 
ship^s opinion on these proposals. We do not think that any smaller 
concessions than those mentioned by us will satisfy the promoters of 
the bank, and we are anxious to ^ive effect to a scheme which we 
believe to be advocated on purely disinterested grounds, which can, 
under the experimental conditions proposed, be carefully watched, 
and which is likely, if successful, to be productive of much benetit 
to the country. We view ib as an experiment, and we think that, 
even if the results should not equal the expectations of its adv'ocates, 
they will at least throw considemble light on the causes and extent 
of the Deccan ryot’s indebtedness, and enable us to determine 
whether his condition is susceptible of improvement by any ac*tiou 
which can be taken by the Administration. 


[Despakh from the Secretary of State for Lidia to the Governor 
General of India in Council^ No. 95 [Bevenue^j dated 
83rd Octobery 1S84,] 

I have considered, with the attention which their importance 
demands, the papers which accompanied the letter of your Excellency’s 
Government in the Itevenuc Depai-tment, No. 7, dated 31st May last, 
regarding the establishment, as an experimental measure, of an 
agricultural bank in the Poona district. 

2. The relief of the peasantry of the Deccan, and indeed of other 
parts of India, from their indebtedness, is so desimble and so 
important an object that I should be disposed to entertain 
favourably any measures for that purpose placed before me by your 
Excellency. I have, therefore, given the most careful examination 
to the principles of the project now submitted to me, and to its 
details, so far as tliey can be gathered from the correspondence. 
Some objections to the proposed measures have, however, suggested 
themselves to me, and they apjicared to me to have such force that 
I am constrained to request your reconsideration of the question. 

3. The first observation which occui*s to me is that the scheme is 
scarcely what it purports to be. It is professedly a private enter¬ 
prise, and it is distinctly stated that from private enterjirise 
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tural classes with capital upon reasonable terms. Yet it is 
impossible to avoid the conclusion that the proposed bank will 
virtually be a Government institution. Government will provide^ 
in the first instance at least, a large part of the capital (for it 
is apparent that much of the working capital will be obtained from 
the sum advanced by Government for the liquidation of the existing 
debts of the ryots); Government will, at any rate, in the last 
resort, undertake the collection of debts due to the bank ; and the 
bank is to receive special privileges, and be placed by law in a 
position v/hich, in my opinion, could be justified only on the 
assumption that it is to work on behalf of Government for political 
or social objects .rather than to be conducted on ordinary business 
principles. 


4. The scheme, as laid before me, consists of two parts, the 
liquidation of the existing debts of the ryots, and the substitution 
of the banks for the sowiars in future loan transactions of the 
agricultural classes. 

5. As regards the first, I find it difficult, owing to tlie deficiency 
of detailed estimates, to judge of the financial soundness of 
the scheme. I observe, however, that it is conjectured that 
about half tlie ryots of Purandhar are in debt, yet not so 
completely insolvent as to make any attempt to relieve them 
hopeless ; and that the debts of this moiety might be liquidated for 
about 6i lakhs of rupees. I find, too, that the total revenue of the 
fally-assciised lands of Purandhar is about 86,000 rupees; but, in 
as much as the solvent ryots are those with the larger and more 
valuable holdings, it may be assumed that the assessment on the 
lands of that portion of the landholders with whom the scheme 
proposes to deal will reach 50,000 rupees. The total value of the 
net produce of these lands would, on the ^‘half assets’^ principle, 
be about one lakh of rupees ; in other words, it would not be safe to 
assume that in a series of years these ryots could pay in liquidation 
of debt more than an annual sum equal to their assessment. But 
it must be borne in mind that the interest on the liquidation 
advances, iiidej>endeiitly of the sinking fund at 3 per cent., would 
amount, at 9 per cent, on 6^ lakhs, to 58,500 rupees per annum, a 
sum which, from the figures given above the ryot could not 
possibly pay. Even supjK>siiig that the interest were fixed at only 





5 per cent., instead of 9 per cent., so as to admit of the loan 
of 6i lakhs being paid off ,in about 21 years, no margin would be 
left for the ryots on which to borrow from the hank daring that 
period. And if they can do altogether without borrowing for 20 
years, there is obviously no reason for the existence of the bank. 
It would indeed be simpler, and not more anomalous or hazardous, 
that Government should advance direct to the ryots the funds 
needed to relie ve them of their present enibaiTassments. 

6. The scheme further proposes that Government shall lend the 
bank the sum necessary for the liquidation at 4 per cent., the bank 
charging the ryot 9 per cent. As it is, in effect, contemplated that 
Government shall both provide and recover these advances, it is not 
clear why the bank should have a profit of 5 per cent, on the tran¬ 
saction, and why the ryot should not have the benefit of the lower 
rate of interest. 

7. But there appears to be a still graver objection to the proposed 
operations. The paid-up capjital of the bank is to be, it would seem, 
two lakhs of loipees, of which one lakh is to be invested in Government 
securities as a reserve fund, and one lakh only to be empjloyed in the 
business of the bank. But within two years the bank is to repay, 
with 4 per cent, interest the loan of 6A lakhs advanced to it by Govern¬ 
ment for purposes for liquidation, while the ryots will refund that 
advance only by instalments spread over a long series of years. There 
is nothing to show the source from which the bank is to obtain the 
necessary lakhs. It is apparently intended that it should be by 
means of debentures, that is to say, by borrowed capital. I do not 
find it explained what security can be offered to debenture-holders, 
and it is difficult to understand how the bank could be regarded as 
solvent even at the outset. 

8. Assuming, however, that these very grave preliminary 
difficulties can be overcome, that the existing debts of tlie agriculturists 
have been entirely cleared off, and that they are in a position to deal 
freely with the bank, I am not satisfied that the business which it 
could tmnsact would be of such a kind as to meet all the ordinary 
requirements of the ryots. In the first place, I am informed that the 
existing sowkars are not merely money-lenders, but that they purchase 
produce, and supply the r}mts with a market. I do not understand 
whether the bank is to undertake this function; and whether it is 
to become the great dealer in produce for the ti-act over which 
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its operations are to extend. If so, the business of the bank will 
ap|>ai-ently be of a much more speculative and hazardous character than 
is contemplated by the Government of your Exeollency or by the 
Bombay Government. If not, it is not obvious where the ryots will 
find their market. Again, it appears to be anticipated by the promoters 
that the bank will make advances in coinpai-atively large sums 
at a time, and for special objects, such as agricultuiul improvements 
or domestic ceremonies, which are not of constant recurrence. 
But loans of this character, 1 learn from good authority, do not 
form the mass of the transactions of the Deccan ryot with his 
village banker. He wants, and at present has a running account, 
on which he draws from time to time for small sums of money, or 
for the petty articles of his simple needs, and at harvest-time he clears, 
or tries to clear, b}’' the produce of his fields, the debts thus incurred. 
It does not seem to me possible that the bank should undertake 
this petty but necessary kind of business, and, if it dees not, the 
peasajit will, in all probability, still dejil with the village sowkaff hut 
with this coDse(pieuce, that, as the ba/nk^s claims will take precedence 
over other claims, the mtokar will have to protect himself by still 
higher interest and more oppressive dealings. 

9. I observe that the example of land banks in France, the colonies, 
and other countries has been cited to prove the advantage and the 
practicability of the proposed scheme. I must, however, remark 
that the success of banks dealing with farmers and planters, who 
cultivate for a profit upon invested capital, affords no sure indication 
of the probable results of a similar institution dealing with ryots 
cultivating for subsistence, while there is great doubt whether the Credit 
loncier of Egypt, which is said to be in many respects an establish¬ 
ment analogous to that which is proposed for the Deccan, has proved, 
on the whole, beneficial to the fellahs of Egyj)t. 

10. As regards the condition that debts to the bank shall be 
recovered by the agency of the revenue courts, I attach great weight to 
the criticisms of the Bombay Settlement Commissioner, to the effect 
that, should this be done, Government will incur all the unpopularity 
and odium of collecting debts whicb, though private obligations, 
are treated as public demands. It would be out of the question that 
the revenue officei-s should undertake this funetiou without satisfying 
themselves of the justice of the bankas demand, and that they 
should put in force the summary process cf the revenue law u]X>n 
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an eje-parte statement j and if they are to inquire, however summarily, 
into the justice of tlie bank’s demands, they will in reality assume 
the functions of a civil ecurt. Nor are my objections removed by 
the proposals contained in the Bombay letter of 26th July 1883, 
which puriiort to provide that the assistance of the revenue court 
will be given to the bank only in the last resort. It is evident that 
the bank will practically have no other agency for the realisation of 
its demands. 

11. It is doubtless a serious misfortune that the. landholders in 
India, even when comparatively prosperous, and able to give good 
security, are usually unable to obtain the temporary accommodation they 
require, except at a ruinous rate of interest. I fully recognise that it 
would be the greatest possible benefit to the agricultural community 
if the place of the present race of needy and extortionate money¬ 
lenders were supplied by banks, or other institutions, possessing 
sufficient capital, and honestly managed. But I need scarcely remind 
your Excellency that no amount of support or encouragement from 
Government can render banking operations successful, whether m 
India or elsewhere, if they are begun on an unsound basis, and are not 
conducted on true commercial principles. 

12. It appears to me doubtful whether any ingenuity can provide 
an effectual substitute for the opemtion of the ordinary laws of 
trading between the ryots and those, whether sotciars or banks, from 
whom they obtain advances; and whether, without the stimulus of 
risk of loss as a result of neglect and want of proper precaution on 
its part, any bank could carry on its business with success. There 
is a strong presumption that Government cannot directly do much 
more for the relief of the agricultural debtor than take care that 
in disputes between him and his creditors the law shall provide, 
and the courts shall administer, speedy, cheap, and equal justice, and 
that the ryot shall be as little liable as is possible, from his ignorance, 
his poverty, or his position, to be defrauded or oppressed. 

13. In the four districts in w'hich it is in force, the Deccan 
Agriculturists^ Relief Act has, I am glad to believe, done something 
in this direction, and it deseives the careful consideration of yonv 
Excellency w'hether its provisions, or any of them, may he made more 
widely applicable. But, notwithstanding the immense improvement 
which has of late yearn been effected in the efficiency and integrity of 
the administration of civil justice generally, much remains to he done 
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towards making it cheap and speedy. Eveiything which adds to the 
expense, delay, and difficulty of recovering just debts increases the 
price at which the raoney-Jender gives his help to the landowner, 

14. It is possible that the adoption of an improved system of regis¬ 
tration of titles to land might tend to give such further security and 
gr^jater facility to the business of agricultural banking as would render 
it pmcticable for private capitalists to embark therein with a fair 
prospect of success, on terms which should not be so onerous to the 
cultivating classes as those to which the latter are now compelled to 
submit when borrowing from the village sow/cdr.i. Jt is, I am 
informed, in reliance on an effectual registry of titles that the land 
banks of Europe and the Entish colonies have been carried on, and 
although I am conscious of the very different conditions under which 
an Indian agricultural community exists, yet 1 recommend this 
suggestion to the consideration of your Excellency's Government, as 
possibly affording some opening in the desired direction. 

15. With regard to indirect assistance which Government might 
give to agricultural banking ciiteriuise, I desire to make one suggestion 
with reference to the question of the ryots^ market, alluded to in 
paragraph 8 above. I understand that in the Central Provinces, and 
other parts of India, great benefit has followed the establishment of 
public mai'ts or corn exchanges, where the cultivators can sell their 
produce for the best price in open market, and thus avoid the necessity 
of Landing it over to a money-lender on account. That sale in open 
market should be the general practice is, 1 think, essential to the 
success of an agricultural bank, and the general establishment of 
public marts seems to me an object which your Excellency's 
Government should encourage, and one on which local bodies may with 
great advantage expend their funds. 

16. While I have been compelled to state my conviction that the 
proposals contained in your letter of the 3 let May are not capable 
of practical application, I hope that your Excellency will understand 
that I am prepared to give the most careful attention to any scheme 
for the promotion of the objects you have in view', w'hich your 
government may suggest after consideration of the objections stated in 
th e presen t despaUih. 
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[ fjietracU from the Famine Commission’s Report, 1901, Part HI 
pp. 97—102.-] 

Section IV— Agricultural Banks. 

288. We attach the highest importance to the establishment of 
some organization or method whereby cultivators may obtain, without 
paying usurious rates of interest, and without being given undue 
facilities for incurring debt, the swlvanees necessary for carrying on 
their business. Agriculture, like other industries is supported on 
credit. ‘'The sowkar is as essential in the village as the ploughman,” 
said the Secretary of State in reviewing the Report of the Deccan 
Riots Commission and the statement is true in existing circumstances. 
But, owing to causes, which it would be tedious to trace, .the sowkar 
or bania has, from being a help to agriculture, become, in some 
places, an incubus upon it. The usurious rates of interest that ho 
charges aud the unfair advantage that he takes of the cultivators’ 
necessities and ignorance have, over large areas, placed a burden of 
indebtedness on the cultivator which he cannot bear. Passed on from 
father to sou, and continually swollen in the process by comiiound 
interest, this burden of indebtedness has become hereditary and 
retains the cultivating classes in poverty, from which there is no 
e^ape, that w-e can perceive, except through state assistance or the 
discovery of some other means by which the cultivator may get, on 
easier terms, the accommodation that he needs. But even the fuller 
measure of Slate aid in the shape of takavi loans, which we shall 
lacommend, will go but a small way towards removing the difficulties 
of the whole class. Government cannot possibly finance all the 
cultivators of a district, still less of a province. In the establishment 
ot Mutual Credit Associations lies a large hope for the future of 

agriculture in India; and from the enquiries we have made there is 

reason to believe that, if taken up and pressed with patience 'and 
energy, such associations may be successfully worked. 

289. This question is, we believe, to come shortly under the 
consideration of the Government of India, but it is necessary that 
we should call attention to its importance here. The subject was 
broached by ns in all the provinces that wo visited, and was 
everywhere regarded with interest. Moreover, as the Government 
of the North-A\ estern Provinces and Oudh has actually taken steps 
to put the pnnciples of rural co-operative creitjt into practice, we 
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tliink it well to oifer a few brief remarks on the direction which, in 
our opinion, a practical scheme of Agricultural Banks should follow. 

P 290. The underlying idea in all Mutual Credit Associations, 
■■ such as we recommend, is that a number of persons, by combining 
together, create a new and valuable security^ which none of them 
previously possessed as individuals. Co-operation substitutes for 
isolated aud helpless agricultmul units a strong association competent 
to offer guarantees and capable of inspiring oonfidence. The 
advantages of lending to groups instead of to individuals need no 
denoonstration. It is simpler for a creditor to deal with a group 
of fifty or a hundred associated cultivators than with the same number 
singly; it 18 simpler for him to obtain repayment from the group 
than from each of the members composing it; it is simpler for the 
group to make its own arrangements with each number than for 
the lender to try to do so. By the same process of reasoning, it is 
simpler for a Central Agricultural Bank to deal with groups of 
associated cultivators in each village than to make any attempt to 
deal with each cultivator singly, 

291. To obtain the full advantages that co-operation offers, 
group of cultivators, voluntarily associating together to obtain 
credit on their joint responsibility must agree to abide by certain 
recognised rales. Notwithstanding the difference between Eastern 
aud Westeru conditions, the rales of the Raiffeisen credit associations 
are probably the best that, subject to necessary modifications, any 
similar association in India could adopt. On this point some further 
remarks are reipiired ; but before offering them, we desire to remove 
.some misconceptions, which our enquiries have shown to prevail, 
both as to the scoiie of village banks and as to the fundamental’ 
principles which should regulate their working. 


292. It should be understood from the outset, and made perfectly 
clear to all concerned, that the establishment of a village bank does 
not imply the creation of an institution from which the villagers may 
draw mo.aey at their discretion. A village bank, based generally 
upon the R,aiffeiseu .system, admits no one to membership who does 
not fulfill certain conditions which are essential for the safe conduct 
of the bank’s oi>eratioas; it works only for the benefit of its own 
members, and it grants no loan except for purposes connected with 
the iiromotion of agriculture. It is most imjmrtant that these objects 
and limitations should be clearly understood, so that there may be no 
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disappointment afterwards, and no unnecessary alarm caused to the 
old established \nllage money-lender. 

293. We have been told by some non-official witnesses that, if 
Agricultural Banks do not lend for miscellaneous purposes, they stand 
no chance of succeeding, and by other witnesses that, if they do 
lend for miscellaneous purposes and thus compete with the money¬ 
lender, they are sure to fail. We think that both apprehensions 
arise from a misconception of the objects in viesv. It is not intended 
to frighten the village money-lender by permitting a village bank to 
enter into competition with him over the whole field of his business ; 
still less is it the intention to encourage borrowing for unproductive 
purposes. No association borrowing on the joint responsibility of its 
members would be justified in devoting any of* its funds hi loans for 
unproductive purposes. It does not consequently enter into the 
scope of a village bank’s operations to lend for marriage festivities or 
for caste feasts or similar objects. If jieople wish to borrow money 
for such purposes, or for any other purpose unconnected with 
agriculture, they must still go to the vilkige soiokar or hania. The 
co-operative agricultural bank only aims at freeing the great 
business of the cultivator’s life from the terrible burden, which now 
presses on it owing to the usurious interest taken for agricultural loans. 

294. To sum up, the objects of an Agricultural Bank of this 
kind may thus be enumerated :— 

(1) To enable its members to obtain loans at reasonable rates for 

agricultural purposes by placing them in a favourable 
position to borrow, and by assisting in the creation of a 
new credit, which individually they did not possess. 

(2) To provide them with a secure place, in which to deposit 

their small savings. 

(3) To encourage thrift, by holding up before the eyes of the 

members the principle that money should not be 
borrowed unless for reproductive purposes. 

(4) To promote co-operation among the village community in 

all agricultural affairs. 

295. Having thus defined the scope of an Agricultural Bank’s 
operations, we next wish to enumerate the principles upon which they 
are usually based. They are as follows :— 

(1) There should be unlimited liability : members must be 
jointly and severally responsible for all the obligations 
contracted by their society. 
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The area in which the village institution works must be 
well defined and restricted to narrow limits. 

Members must be carefully selected, and none ax^lmittecl 
but those of approved character. 

All services in connection ivith tlie bankas administration 
must be gratuitously rendered. 

There should, in general, be no paid-up capital. 

All net profits are payable, not as dividends to members 
but to the reserve fund, wdiich must bo indivisible, 

A few word^ of explanation on these conditions are necessary. 

296. Unlimited liability is insisted on, because under such 
conditions a few^ ordinary villagers can readily provide a guarantee 
sufficiently strong to satisfy the requirements of those persons willing 
to lend money to them at reasonable rates. It remains to be seen 
whether the principle of limitation by guarantee will not be equally 
efficient and more acceptable. The feeling of joint responsibility 
induces each member to exert himself to the utmost to safe-guard 
the common interest ; it compels caution in the distribution of loans 
to meiiibers, omd causes them to hesitate over the introduction of any 
new members likely to cause loss to the association by unpunctiiality 
or backwardness in making payments. 

297. The limitation of area is an absolutely necessary condition 
in the case of a society which relies so greatly, as a safe-guard against 
loss, on the bond of common interest, on the influence of social 
pressure, and on the intimate knowledge the members have of each 
ofclier’s cbaracter and affairs. Usually the members of a village bank 
should all be residents in the same village, or in the same group of 
villages, provided that no one lives further than three or four miles 
from the Bank’s head-quarters, 

298. The selection of members is one of the principal factors 
in the success of a village bank, which should never contemplate 
going to law to recover any of its advances. Loans are made to 
members on their personal security, guamnteed according to the 
amount of the loan by the security of one or more other members. 
The greatest care at the outset must be exercised in the choice of the 
original members. Tlie latter may be safely relied upon to exei‘cise 
discrimination in the admission of new members, because the loss that 
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may bo caused to tlio society, by the failure of a borrower and his 
sureties to fulfil their obligations, will ultimately fall on the whole 
body of members, 

299. Gratuitous services in connection with the bank's business 
are desirable, because, as tlie bank works only for the benefit of its 
own members, and the primary object of the society is to facilitate the 
obtaining of loans at reasonable interest, any expense would have 
to he, borne by the society and would tend to nullify the object in 
view. Moreover, such gratuitous eervice directly tends to foster a 
seiLse of public duty and the acquirement of business habits. As a 
village bank does not meet usually more than twice a month and the 
proceedings do not occupy more than an hour or so, the amount of 
labour devolving on the oilice-bearers is trifling. 

300. The formation and indivisibility of the resen^e is one of the 
great sources of strength to a village bank. As the association starts 
without any subscribed capital, the formation of a continually 
growing reserve to supplement the guarantee of the associated 
members is necessary both to enable tlio members to obtain better 
terms when borrowing and to safe-guard them from the loss ^vhieh 
default on the part of any members might bring upon them. 
As the membei's do not associate for the purj)ose of profit on 
invested capital, but for the pui’pose .of furihering their 
common interest, all profits obtaineil from the bank's o|>crations are 
carried to a common fund, the joint property of all the members. 
The division of this fund is forbidden in order to prevent its growth 
arousing the cupidity of the members, and tempting them to break up 
their society for the sake of small temporary profit. 

301. The village bank organised on the preceding principles must 
obtain at the outset from some source outside itself the capital with 
which it has to work. In those European countries where the system 
cf agricultural hanking has taken root, village banks arc largely 
financed by Central Banks operating on a large scale; but in India 
there is no hope, in the beginning, at all events, that these Central 
Banks or Joint Stock Companies will come into existence. Efforts must 
therefore be made to create local agencies. It may be that at first 
such efforts may not be successful, and in this case there would be, we 
think, no objection to employing State aid to finance experimental 
village banks. But the object should be to avoid the intervention of 
the State, except in the matter of {uidit and supervision. 


PllOVISION OF BOKEOWING FACILITIES. 



302. In the tiuct of country to be served by village banks there 
doubtless will be found influential landlords^ naerchants, and others 
who, apart even from their desire to take part in a movement for the 
public good, will find it to their interest to lend their aid. It will be 
possible to organise?^ese gentlemen into a society for the purpose not 
only of providing funds for financing the village banks, but also for 
the purpose of stimulating their formation and guiding their action, 
The money may be subscribed in shares, each of small amount and 
bearing interest, say, at 4 per cent, per annum. Such a society 
should be called the Organization Society: and should there be any 
difficulty in subscribing the recpiisite capital, there is no reason why, 
to begin with, the society should not borrow the amount from 
Government. 

303. In course of time, and when village banks have taken root, 
the Organization Societies in a District or even in a division may be 
amalgamated; when this happens, the Ceutxal Society would take 
on itself the function of financing and controlling all village banks 
in its sphere of operation. In this scheme the Organization Society 
would, in point of fact, be an intenaediate stage of development. 

304. The duties of the Organization Society may be summed 
up as follows :— 

(1) To promote the knowledge of the principles of Co-operative 

banking in the locality. 

(2) To organise village banks and to supervise their working. 

(3) To grant advances to village banks under its supervision. 

(4) To arrange for the proper audit from time to time of the 

bankas books. 

305. In many districts there are large land-lords (we especially 
instance the Court of Wards, managing estates of disqualified owners) 
who may themselves wish to establish village banks on their estates 
and to advance to them, at reasonable interest, tbe money required 
for their operations. There is no reason why this should not be 
done, and why village banks financed by the land-lord alone should 
not work and prosper. But in all cases, whether the biuik is financed 
by one capitalist, or by a society of capitalists, it is essential to 
solvent and successful working that there should be strict attention 
to business methods and regularity. To ensure this, external super¬ 
vision and audit are essential. 
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300. The above is only a brief stretch of the princii)les, organisa¬ 
tion and object of village banks founded on the Eaiffeisen system. 
It appeai'8 to us that there is in every province, which we have visited, 
a wide scope for the establishment of such banks: some have been 
already established in the North-Western Provinces and Oudh. In 
some provinces the hope of successful working is better than in others; 
but everywhere there is justification for an effort. No doubt such 
banks may, in the commencement, meet with opposition from the 
money-lender, who already occupies the field, and they may also meet 
with suspicion and half-hearted support from those who do not under¬ 
stand their principles. But Indian native life presents us with 
instances of co-operation for mutual benefit and the principle which 
underlies the Raiffeisen system is not really foreign to the thoughts 
of the people. 

307. The system cannot succeed unless the people themselves 
aid freely in working it. But, if the experimental banks initiated 
by the Organization Society take root in any di.stricL, the future 
growth of the movement will be in proportion to the desire of the 
people to free themselves of their present burden of indebtedness. 
The system separates the working bees from the drones, and gives 
the former an opportunity of escape from the disqualifications which 
now press so heavily on both classes of cultivators alike. 

308. The preceding remarks apply to Mutual Credit Associa¬ 
tions in their agricultural aspects; the same needs exist and a similar 
remedy applies in connection with the promotion of rural industries 
and the relief of artisans. It may, indeed, be po.ssible for one a.ssocia- 
tion to combine both forms of relief. But in any ease it will bo 
necessary to legislate concerning the privileges wliicli all such associa¬ 
tions should enjoy; this matter is, we understand, already under 
the consideration of the Government of India. 

309. There remains the larger question of encouraging land and 
mortgage banks and private individuals to apply capital to the perina- 
uent improvement of the soil. This was considered in connection 
with Act 19 of 1883, and we desire to mention with approval of 
its general object. 




Co-opjGiiATiv'B Credit Societies’ Bill, 1903. 


Statement of Objects and Treasons, 

TiA object of this measure is to provide the requisite legal basis 
for the establishment in India of Agricultural Banks^ or —to use a 
more appropriate expression—of Co-oiierative Credit Societies. Such 
a scheme for improving the credit of the masses has for some time 
past been engaging the attention of the Government^ the advantages 
likely to follow the provision of some means of obhrining capital, 
especially in connection with agricultural operatiojis, otherwise than at 
usurious rates of interest having, indeed, long been recognized in this 
country. Legislation is called for not only in order to lay down the 
fundamental conditions which must be observed, but also with a view 
to giving such societies a cor})orate existence without resort to the 
elaborate provisions of the Companies Act ; but it is thought that 
legislation should be coiihiied within the narrowest possible limits. 
The Bill has, therefore, been drawn so as to deal only with those 
points which the Government consider to be essential, and its 
provisions have been expressed in simple and general terms, a wddo 
rule-making power being reserved to Tiocal Governments, so that what 
is felt to be of the nature of an experiment may be tried in each 
Province or part of a Province on such lines as seem to afford most 
promise of success. An explanation of the more important features 
of the draft will be found in the annexed notes on its clauses. 

Notes on Clames. 

Clause 3 , — Much importance is attached to the appointment of a 
epeeial officer in each Province, who should, as Registrar of 
Co-opeiative Societies, guide and control such societies, partiexilarly 
in the cn^rly days of the movement. Gradually, no doubt, as experience 
is gained and the societies are able to stand alone, the fostering care 
of the Registrar will be less required, and eventually his duties will 
become for the most part purely official. 

Clauses —The main object is to encourage thrift and 
co-operation among persons of limited means, and it is not intended 
tliat the special facilities and concessions contemplated should be made 
available for the ordinary operations of capital. Tlie Bill is conceived 
primarily in the interests of agriculturists, but it is recognized that 
societies may properly be started among other classes of small means 
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in towns and large villages. While, therefore, it is proposed to allow 
urban societies to bo promoted on a share basis with limited liability, 
for rural societies it has been decided to insist upon the principle of 
unlimited liability. The utilisation of combined credit for the benefit 
of individual agriculturists is the kind of co-operation which it is 
desired to encourage, and towards this end the measure is mainly 
directed. It seems essential that the main qualifications for admission 
to membership of a society, whether rural or urban, should be laid 
down by legislation, and it is thought that the most prominent 
qualification should be residence in the same neighbourhood, inasmucli 
as it is an essential principle that the lenders should have that accurate 
knowledge of the circumstances of the borrowers which can only thus 
be obtained. It is also important that members sliould be eligible for 
admission by election only so as to secure that mutual confidence upon 
which successful co-operation must depend. 

Clause 8 ,—As it is desired to foster thrift and mutual co-operation, 
it is provided that loans shall be admissible to members only, save in 
the case of urban societies, when it is proimsed to allow, subject to the 
sanction of the Registrar, advances to be made to rural societies in the 
same district. The question whether pawn-broking should be 
countenanced has been much discusssed, and the conclusion embodied 
in clause 8 is that it should be prohibited except as regards advances 
by rural societies on the deposit of agricultural produce. 

Clauses 9 and 10 .—These clauses aim at strictly limiting the 
number and value of the shares held by a single individual, and 
rendering shares untransferable until they have been in the possession 
of the holder for a certain period. The object is to prevent the 
acquisition of a predominant interest in a society by speculators whose 
advantage it might be to wreck it, or to use the facilities furnished 
by the measure to staiTi banks for ends other than those which it is 
desired to promote. 

Clause 11.—It is here provided that the interests of individual 
members in the funds of a society shall be exempt from liability to 
attachment by civil process. To deposits it has been decided that this 
exemption should not be extended, 

Clause 12 .—facilities for the payment of what is due to a member 
on his death are here provided. 

Clauses 13 and 14, The proposal that a summary process for tiie 
recovery of loans should be secured in favour of societies has been 
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discar.led, and these clauses are confined to giving hhem a prior claim 
as against ordinary creditors on the crops grown, and cattle, etc., 
purchased with the aid of advances, and also a lien on shares, dividends 
and deposits. 

Oame IB ,—This provision will render official audit comiiulsosy, 
and, it is believed, will give the outside public and the members 
confidence in the management. Even although a society may receive 
no financial assistance from the Government, yet it will obtain 
valuable privileges under the proposed Act, and it is but reasonable 
iliat it should at the same time be obliged to submit its accounts to 
some check, which must in this country take the form of an official 
audit. 

Clausen 17 and 18 ,—These provisions as to the dissolution and 
liquidation of a society call for no special explanation. 

Clame 19 ,—Power is here taken to grant by executive order 
certain exemptions in respect of income-tax, stamp-duties, and 
registration-fees. In provinces where there are no records-o£-rights, 
the searcliing of registers kept under the Indian Registration Act, 
1877 (3 of 1877), is the only means of ascertaining the existence 
of encumbrances upon land ; but the right to search free of charge is 
a jirivilege which might be used to obkiin information required really 
for private purposes, and power has, therefore, been expressly taken to 
withdraw it, in case of such abuse, from any particular society. 

Clause 20 ,—The Bill does not provide for the gi*ant of financial 
assistance by the Government; but it may be necessary to afFord such 
assistance, and the matter is left to be regulate by executive order. 
The power summarily to recover any advances made in this way, as 
also any other sums due to the Government, is reserved by clause 20. 

Clause 21 ,—The object of the wide rule-making power here 
contemplated has already been advert ed to. 

Clause 22 .—It is proposed, as has also been explained above, that 
duly registered Co-operative Credit Societies should not be subject to 
the provisions of the Indian Companies Act, 1882 (6 of 1882). 




f Extracts from the Proceedings of the Gover^ior GeneraPs Council^ 
dated the 23rd October^ 1903*^ 

Co-oPEUATivE Credit Societies^ Bill. 

Sir D. Ibbetson said :— 

One of the most difficult problems ^vith which the small 
agriculturist is everywhere confronted is, to obtain the money which 
is necessary for his operations at a reasonable rate of interest. This is 
a state of alfairs by no means peculiar to India. The petty 
agriculture of Europe is for the most part financed by borrowed 
capital, and there too the money-lender takes advantage of the 
exigencies of the cultivator to demand exorbitant terms. In 
India, however, the problem is aggravated by the fact that 
Indian rates of interest are to some extent survivals from times 
when the security which the agriculturist had to offer was of 
far smaller value than at present, and j^artly perhaps by the fact 
that into most Indian conti*acts there enters an element of 
oriental hyperbole, for which full allowance is made when the 
settlement is by mutual consent, but which our Courts of Justice 
are for the most part unable to recognise. 

Some fifty years ago, the establishment of agricultural banks 
and of co-operative credit societies for small men was initiated 
iu Germany by Schulze Delitzsch and Raippeisen respectively. 
The experiment passed through twenty years of struggle and 
uncertainty; but eventually it succeeded beyond all expectation, 
the institutious of both classes now exceeding 5,000 in number ; 
and the example thus set has been imitated, with more or less 
modification, in many European countries where land is commonly 
in the hands of men of small means. 

Madras was the Indian pro-vdnee in which attention was 
first turned to the subject. In that province an indigenous 
institution called a Nidhi had s|UTing into existence at about the 
same time as the movement to which I have just referred began. 
These Nidhis are modelled very much upon the linos of English 
building societies, and they find their clients among a more educated 
and aflvaneal class than that of the rural agriculturist, to whose 
needs their constitution is not well adapted. But the fact that, 
84 
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notwithstanding numerous failures, and much discredit attendant 
upon a period of speculation, they have attained a very considerable 
degree of success, since at present they include some 30,000 members 
with a paid-up capital of 75 lakhs, is encouraging as suggesting the 
possibility of establishing true co-operative credit societies among an 
Indian people. 

It was the Madras Government, then, who, tovvaids the end 
of 1899, forwarded for the consideration of the Government of 
India a report upon the subject which had been prepared under their 
orders by Mr, (now Sir Frederick) Nicholson, and which is a 
monument of research and a perfect storehouse of information ; while 
about the same time Mr. Dupernex, a civilian in the United 
Provinces, published a book upon U^eoples^ Banks for Northern India'. 

The Government of India fully realised the doubts and 
difficulties which must attend any attempt to introduce the 
Raippeisen system into rural India. But they also recognised the 
enormous advantage which would result to the Indian cultivators 
if by any means they could be induced to utilise their combined 
savings under a system of co-operative credit, and so be freed, even 
partially, from the necessity of recourse to the professional money 
lender. They therefore referred the subject in its most general form 
to Local Governments for preliminary consideiution and suggestions. 

After some intermediate discussion, the opinions of Local 
Governments were considered in June 1901 by a stmug Committee 
under the presidency of my Hoidble colleague Sir Edward Law.; and 
it was on the report of this committee, to which were attached a dmfi 
Bill, and draft model schemes of management for co-opemtive credit 
societies with, limited and unlimited liability respectively, that 
proposals for action first took a form sufficiently definite to 
allow of detailed discussion. These proposals were referred to 
Local Governments for criticism, and it is uiion a consideration 
of the replies which have been received to this reference that the 
Government of India now propose to take action. 

While the subject had thus been under discussion, a certain 
amount of experience had been gained from experiments which 
liad been”^made with varying success in seveml pi'ovinces of Northern 
India. In some cases failure had ensued, or was only averted by 
official support; but in a few instances genuine success had been 
achieved, and real co-operation for the purpose of utilising the 
combined credit had been arrived at among a cultivating community. 



One thing, liowever, soon tK3eamo apparent—that no real 
advance was possible without legislation. TIilS Companies^ Act at 
present in force (Act 6 of 1882) contains 250 sections, and its 
elaborate provisions, however necessary in the case of combinations 
of capital on a large scale, are wholly iinsuited to societies of the 
kind whi(;h wo desire to encourage. The first thing to be clone, 
therefore, was to take such societies out of the operation of the 
geneml law on tlie subjcxjt, and to substitute provisions specially 
adapted to their constitution and objects. In the scKJOiid place, 
it was desirable to confer u]ion them special privileges and facilities, 
in order to encouiuge their formation and assist their operations. 
And, thii-dly, since they were to enjoy exemption from the general 
law and facilities of a very s|X‘cial nature, it was very necessary to 
take such precautions as might be needed in order to prevent 
speculators and ca[)italists from availing thcmselvee, under colourable 
pretexts, of privileges which were not intended for them. These 
throe ends were the objects which we kept in view in fi-aming the 
legislation that I am about to pro]X>se. 

When we came to consider the details of our Bill, we found 
that wo had before us an extraordinary diversity of opinion, which 
extended in many cases to matters of principle, and which reflected, 
not only the individual convictions and experiences of the authorities 
consulted, but also the infinite variety that characterises the 

conditions with which we liavo to deal and the material with which 
we have to work. But such divei*sity of opinion was only to be 
expected. The fact is that the wliole business is of the nature 

of an experiment, upon wdiich we are entering with very scanty 
knowledge and very little local experience, and in which we 

shall have to feci our way cautiously, and to gain our experience as 
we advance. We have, it is true, European results to guide us, and 
European models Mto imitate, But it by no means follows that what 
succeeds in Europe will succeed also in India. Nor indeed is it 
probable that what is best suited to one part of tliis great country 
will always be best suited to another. The conditions and the 

cliaractcr and habits of the people vary infinitely; and we shall 
probably find that the institutions which we desire to promote will 
take widely differing forms among such widely different classes, as, 
for instance, the yeomen of the Punjab, the ryots of Southern 
India, and the tenants of Bengal. If an institution of this sort, 
which depends upon the people themselves combining for their mutiml 
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advantage, is to succeed, it must be, as far as possible, an indigenous 
and a natural growth/"' An exotic type may be forced by artificial 
stimulus to flourish for a while, but we can never exj)ect it to take 
vigorous root, or to continue to flourish when that stimulus is with¬ 
drawn, Certain broad 'principles must be laid down, and certain 
precautions must be insisted upon ; but within those principles and 
subject to those precautions, the people must in the main be left 
to work out their own salvation on their own lines, the function of 
Government being confined to hearty sympathy, assistance and 
advice. 


^ Guided by these considerations, we have kept two cardinal objects 
in view in framing the present 13ill. The first is simpheitj^. Some 
of the schemes which were laid before us were far too elaborate for 
the comprehension of the classes for whom they were intended, but 
who certainly could never have complied with their provisions. 
Simplicity is the first essential for success. The second is elasttcii^. 
Our aim has been to lay down merely the general outlines, and to 
leave the details to be filled in gradually on lines which the experience 
of failure or success and the natuml development of the institutions 
may indicate as best suited to each part of the country. So far, 
therefore, as it deals wuth the constitution of the societies, we have 
confined the provisions of our Bill io^ those general principles which 
we consider that all co-opemtive credit societies should accept as the 
condition of being permitted to enjoy the advantages afforded by our 
special legislation. There are other matters in respect of which some 
guidance and some restriction will be necessary; but we have left 
them to be dealt with by Local Governments in accordance with 
local needs, in the exercise of the rule-making power which the Bill 
confers upon them. If the Bill passes into law, we shall impress 
upon those Governments that simplicity and elasticity arc as essential 
in the rules framed under the law as they are itfthe law it-self, and 
that especially in the first instance, and until further experience has 
been gained,^ the regulative interference of Government should bo 
limited strictly to essentials, so as to leave spoutaiieous growth 
unhampered, ^Experiment is as necessary within the province as it 
is within the Empire. 

Before turning to the actual provisions of the Bill, it will he well 
to define as exactly as possible the precise nature of the institutions 


which we desire to create, and that we shall best do by defining the 
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"'^eeise object with which we desire to create them. That object 
may perhaps be defined as the encourag‘ement of individual thrift, 
and of mutual co-operation among the members, with a view to the 
utilisation of their combined credit, by the aid of their intimate 
knowledge of one another’s needs and capacities, and of the pressure 
of local public opinion, 

The main object of our endeavours is toltssist agricultural credit, 
which presents a far more important and more difficult problem than 
does industrial credit. But we recognise that artisans, employes on 
small pay, and other persons of small means residing in towns, may 
very properly be admitted to the benefits of our legislation. Wo 
therefore provide for two classes of societies— rural, which are composed 
of agriculturists (a term which is not intended to include the wealthy 
rent-receiver), and urban, which consist of artisans or other persons 
of limited means. The members of a rural society may live in a 
town: so also the members of an urban society may live in a village, 
but it must be one single village—a condition which will exclude in 
practice all villages that are not sufficiently large to possess an urban 
cliaracter. In the case of both classes we provide that the members 
must be small men, for we are not legislating for capitalists; tliat 
they must be residents of the same neighbourhood, else the 
knowledge of one another which is to guide them in their operations 
will be wanting; that new members shall be admitted by election 
only, thus securing that mutual confidence which is the only 
possible. foundation of co-oi>eration; that a man must be a 
member before he can borrow from the society, and must in that capacity 
have contributed to the funds of the society, since our basivS is mutual 
co-operation; that money shall not be lent on mortgage, so that the 
capital may be licpiid, and capable of ready realisation; that the 
interest in a society which may be held by a single meml)er is to be 
limited, in order to prevent an individual from obtaining control; and 
that shares can be transferred subject only to certain restrictions 
which are intended to prevent spciculation. We provide for a simple 
form of registration; for compulsory dissolution, subject to appeal 
to the Local Government, in order to meet the case of fraud, or of 
bogus co-operative societies which may have obtained the benefits of 
the Act while not pursuing its objects \ and for liquidation under a 
simple procedure, and subject to appeal to the Civil Courts. 

In the ease of rural societies we further insist upon unlimited 
liability, as best suited to the agricultural classes to whom they are 
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Snod and most consonant with the mutual eonfidcncG which is 
to form their basis; we lay down that no protit is to be clii’ectly 
divided among the members^ since their object is not to make money 
but to assist one another^ and any surplus that may accrue 
should either he carried to a reserve fund, or be applied to redacing 
the rate of interest u{)on loans; a)id we forbid the society to 
borrow money witliouf? sanction, for it would often be worth the 
while of a money-lender to risk his money in order to get a success¬ 
ful society into his power, and so to rid himself of a rival. We 
prohibit pawn-broking, since the basis of the operations should be 
personal and not mater nil seinirity; but we allovv agricultural produce 
to be received as security or in payment, and to be converted into 
money at any time by the society, which will generaJly be in a posi¬ 
tion to get a better price for it than an indebted cultivator could 
o)>tain. 

In tlie case of urban societies we allow of limited liability and the 
distribution of profits, subject to the creation of a sufficient reserve 
fund, and wo allow them to lend money to a rural society which is 
situated in the same district, and with the circumstances of which, they 
have therefore the op[>ortnnity of being accjuainteJ. 

Having thus provided for the constitution of our societies, and 
regulated their operations, we proceed to confer upon them certain 
privileges. We exempt the shares or other interests of members in 
the capital of a society from attachment for their private debts, thus 
encouraging thrift, and giving sbibility to the operations of the society ; 
we relieve societies from the necessity for letters of administration 
or a succession certificate; we give them a lien upon certain forms of 
pro])erty when created or ac(juired by moans of a loan from them, 
until the loan is repaid ; and we make an entry in tlio books of a society 
^rima facie evidence in a suit to recover money due to it. We take 
powers for the Governor-General in Council to exempt societies and 
their operations from income-tax, stamp-duties, and registi-ation-feee ; 
and it is our intention to act upon those powers, at any rate in the 
first Instance. 

Finally, we provide for compulsory inspection and audit by a 
Government officer, in order to provide against mismanagement and 
fraud, to give the members and the public confidence in the societies, 
and to justify the privileges wdiich we confer upon them ; we make 
Government advances recoverable as arrears of land-revenue; we 
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confer a wide rule-making power upon Local Governments while 
indicating certain heads under which it will probably be advisable to 
exercise it; and we declare that the provisions of the Indian Comj)ame8’ 

Act shall not apply to societies registered under the new law. 

There are four points of some importance as to which the Bill is 
silent, but which have been much discuss{xl, and with great diversity 
of opinion; and I may perhaps briefly indicate why our proposals 
include no provisions regarding them. The first is, the objects with 
which these societies may make loans to their members. It has been 
strongly urged that no loans should bo permitted except for proJucti'S'e 
expenditure, and specially that they should not be granted for such 
purpose as marriages and the like. We recognise that there is much 
to be said both for and against the proposal; but we have finally 
decided to reject it, mainly on the ground that whatever restrictions 
might be imposed by law, it would be impossible to ouforoe them, 
while their mere existence would encourage evasion and deceit. More¬ 
over, we are not without hope tliat the fact that a society refuses 
to lend more tlian Re. 50 to a member for a marriage, as being as 
much as he can hope to repay, may not unfroquently lead to his 
limiting bis expenditure to Rs. 50 instead of going to the money-lender 
for Rs. 100. 

In the second place, it has been suggested that a summary 
procedure for the recovery of debt should be placed at the disposal 
of these societies. It is true tliat the recovery of debt by civil suit 
is a tedious process, and that a society of tlie sort we are considering 
is perhaps the least fitted of all agencies to conduct such a suit. But 
it is a serious matter to place our executive machinery at the disposal 
of a private creditor. And, above all, such artificial assistance would 
discourage the exercise of that vigilance and caution uj)on which these 
societies should depend for their security. With the local knowledge 
which will be at their command, they should, if they conduct their 
affairs prudently, hardly ever need to have recoui*se to a Court. 

Their strength should lie in that knowledge, and not in any special 
process of recovery. In the rule-making section we have authorised 
Local Governments to provide for the settlement of disputes by 
arbitration if a society sc wishes; and we do not propose to go 
further. 

In the third place, we ' have been urged to prohibit compound 
interest. We have had no hesitation in rejecting this suggestion, 
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Compound interst is a devilish engine in tlie hands of a creditor whose 
whole object is to involve his debtor in his meshes. But fairly used, 
it is just enough; and prompt recovery of debt is essential to tlio 
working of these societies. There is a danger that they may be too 
slack in dealing with their friends and neighbours, and compound 
interest will provide a useful stimulus to the debtor. 


In the fourth place, we have been asked, witli the object of giving 
special encouragement to thrift, to extend to mere deposits made by 
members with their societies, the same exemption from attachment 
for debt for which we have provided in the case of contributions that 
have merged in the capital funds of the society; and the preeedcut 
of Provident Funds has been quoted in supj)ort of the proposal. 
We do not admit the analogy. Provident Funds are protected, not 
for the benefit of the subscriber, but because they form a provision 
for the widow and fhe orphan; and we do not think that thrift should 
1)0 encouraged wholesale at the expense of the legitimate creditor. 
The exemption for which we have provided is confined within definite 
limits, and we do not propose to extend it. 

Such, my Lord, are the outlines of the legislation which I aiu about 
to propose to Council. But legislation is useful only as the basis 
of subsequent action ; and the subject is of such great and general 
interest and importance that I think I shall be justified in asking the 
Council to bear with me a little longer, while J briefly sketch in outline 
the action which we propose to take if our Bill becomes Law. 1 have 
said that the whole matter is an experiment, and that we shall have to 
gain our experience as we go. Under these eircumstances it is essentia] 
to proceed gradually and with the greatest caution. We cannot hope 
to escape failures, which will involve loss to individuals ; and many 
failures would set back the cause ^vll^ch wo have at lieart, while a few 
successful &jcietics will speedily find spontaneous imitators. If by a 
stroke of the pen I could cover the country to-morrow ivith a network 
of these societies, I sliould decline to do so until we know more about 
the forms which will best suit the conditions with which we have to 
deal. And that knowledge only experience can teach us. 

On the other hand, it is abundantly clear that no real advance 
will be made without the active encouragement and assistance of 
Government, We propose therefore to ask Local Governments to 
select a few places in each province in which io try the initial experi¬ 
ments. They should present some variety of conditions, so as to 
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altoiil a «ido exporietice; anJ an important element in the choice 
will bo the pci-sonal character of tlie District Officer, and the degrea 
in which he possesses the confidence of, and exercises influence over, 
tlic people. I shall explain presently how we propose to relieve the 
District Officer when the societies have once been formed. But it is 
he who must give the first impulse ; he must explain the new law 
and jrreaeh the now gospel ; he must select the places in which (ho 
cximriimmt is most likely to suc(!eed, and must suggest to tlic people 
that they should try it, putting it to them as action to bo taken, not 
by fiovernmeut hut by themselves, while explaining how far and in 
what way Government is ready to help them. 




Indeed, the active assistance and support of the District Officer 
will he necessary in every case, until the new plant has taken firm 
root and is strong enough to stand alone, and the officer who is in 
immediate charge must work in constant consultation with him. 
But we do not propose to burden him with llio detailed care of the 
societies. Hon’hle Members will observe tliat the Bill provides for 


llie appointment in each province of a Registrar, to whom somewhat 
extensive powers have been given in order to secui-e that our 
legislation is not taken advantage of by bogus societies. Mo 
proiiosG that lie should he a whole-time officer specially selected for the 
work, and tliat to him should be entrusted the care and suixirvision 
of all the societies in the province. The arlvantage of concentrating 
this duty in a single pair of hands will be, that the experience of all 
the societies will be [ilaced at the disposal of each, since by watching 
developments under various conditions the Registrar will gain 
experience which will render him an invaluable adviser ; lie will knoiv 
what has succeedeil in one place or failed in another, and ivil! he in a 
position to point out defects and suggest remedies, and to prevent 
the repetition of mistakes. Tor the first few years at least he will 
constantly he gming round, visiting the societies and watching their 
progress, criticising and assisting them, hut as a friendly adviser 
rather than as .an inspecting officer. As experience is accumnlaffid 
and the societies gain strength and are able to stand alone, and 
!«5 their numbers multiply, the 'dry-nurse' element will disappear 
from his duties, which will become more purely official. 

I have only one more ixiint to touch upon. The first question 
(hat will he asked—-that lias indeed been asked already—is, what is 
Government going to do for these societies in the way of financial 
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assistance ? I have already said that we propose to exempt for the 
present their profits ami operations from income-tax, stamp-duties, 
and registration-foes. We shall also authorise them to open public 
accounts in the Post Office Savings Banks ^ and these measures will 
apply equally to urban and to rural societies. In the case of urban 
Kocioties we propose to go no further. 

As to whether Government should contribute to the capital 
of rural .societies the most opposite and extreme views have been 
urged upon us. It has been suggested that we should finance them 
entirely ; but such a. procedure would be destructive of that thrift 
and co-oiieration and mutual self-help which it is our object to 
encoumge. It has been proposed that the distribution of Government 
takavi atlvances should be entrusted to these societies ; and I think 
it quite pos.sible that some day we may be able to make use of those 
among them wbieli have taken root and flourished, and which stand 
on a strong and independent basis of their own, as valnahic agencies 
for the pmq>ose. But they must learn to swim before they are thrown 
into deep water j to take care of their own money before they are 
trusted with much of ours j and to allow them to regard themselves 
as more agencies for the distribution and recovery of Goveinment 
advances would wholly defeat the object of their creation. 

From the opposite point of xiew it has been argued that any 
financial assistance whatever from Government must obscure the 
co-operative principle, and weaken the spirit of self-dependence which 
we desire to foster ; and it has been urged that Government should 
confine itself to aymixithy and cncouragement-and moral support. 
To this it has been replied, and not without reason, that assistance 
thus restricted would be but cold comfort. We fully recognise the 
danger which is pointed out; and we propose so to limit our assistance 
as to minimise that danger as far as possible, by laying down that it 
must be preceded by, and must depend in its amount, upon a genuine 
subscription by the people themselves. But, subject to these condi¬ 
tions, we arc prepared to give financial assistance at the start. We 
believe that such assi.stanee will have a value beyond its mere use as 
capital on easy terms, since it wall be an earnest of the reality of the 
interest which Government takes in the matter, while the terms to 
which it will be subject will stimulate the thrift and self-help that 
are to be a condition precedent. We do not contemplate that our 
aid will always be needed. Both in the matter of detailed guidance 
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and of the provision of funds^ we shall not feel that we have suc¬ 
ceeded unless we eventually find ourselves able to withdraw ; for as 
has been well said, ^co-operation must be built up from the bottom, 
and not from the top.’ But, for the present, we shall be prepared to 
advance money to rural societies in even fifties of rupees, subject to 
the condition that the total advance outstanding shall at no time 
exceed the total amount subscribed or deposited by the members of 
the society, or a limit of Rs. 2,000 in the case of any single society. 
It may he said that the first condition will greatly restrict the 
atlvances ; but at any rate they will double the resources at the 
disposal of the society. During the first three years of the life of 
any society, the advances will be free of interest, and will not be 
recoverable except in the case of the society being wound up; while 
after that jH^riod they will ordinarily boar intei'cst at 4 per cent,, and 
will be recoverable in annual instalments not exceeding one-tenth of 
the total amount due. The Registrar will have power to sus|>cnd the 
payment of any instalment of cai>Ital on payment of any interest that 
may be due, and such Buspension will simply postpone the payment 
of the suspended instalment and of ail subsequent instalments by one 
instalment period. 

Such my Lord, are tlie outlines of the legislation which we 
propose, and of the executive action which we intend to base upon it. 



Co-oriciiATivE Ckeuit Societies Act Amendiuent Bile, 1911. 

Statemenl of Objects and Reasons, 

When the Bill, which subsequently became the Act of 190:1, was 
published, the following remarks were made in the Statement of 
Objects and Beasons :—Legislation is called for not only in order t(‘ 
lay down the fundamental conditions which must be observed, but also 
with a view to giving such societies a corporate existence without 
resort to the elaborate provisions of the Comj)anies Act; but it is 
thought that legislation should be confined within the narrowest 
])ossible limits. The Bill has, therefore, been drawn so as to deal only 
with those points which the Government consider to be essential, and 
its provisions have been expressed in simple and general terms, a wide 
rule-making power being reserved to Local Governments, so that what 
is felt to bo of the nature of an experiment may be tried in eacdi province 
or ])art of a province on such lines as seem to afford most promise of 
snece: and these principles were followed in the Act as passed. 

2. The adequacy of the existing Act was examined at a 
Conference of Registrar of Co-operative Credit Societies in 1909, 
and it was held that the Act still remained in many ways unduly 
restricted, and that it also required certain alterations in detail wliieb 
had been suggested by experts since 1904. The Conference of 
llogisti*ai*s drew up proposals for the amendment of the Act, and after 
rjonsulting Local Governments on these proposals the Govcmmenl of 
India have prepared the Bill now published. The chief changes 
contemplated by the Government of India are four in number:— 

{i) The Act of 1904 applies to Societies for the purpose of 
co-operative credit only, and not to Co-operative Soeioties 
of other kinds, such as those establislied for j^rodiicliou 
or distribution. It has in practice been found that the 
establishment of Credit Societies has led to the founding 
of other classes of Co-operative Societies also, and it is 
advisable that the privileges ext/ended by the Act to 
Co-operative Credit Societies should be extended to these 
otlier Societies. It is j)roposed tberefore that the Act as 
now revised should be made applicable to all classes of 
Co-operative Societies —vide clause 1 {1) and clause 4 of 
the Bill. 
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{li) In the Act o£ IDOt Societies wore classiHed according 
as they were Urban’* or RuraF* and the principle 

was laid down that as a general rule rural societies sliould 
be with unliioited liability. This basis for distinction 
was adopted, mainly because it represented a classification 
which had already been recommended and put in force 
in the initiation of Co-operative Credit , Societies in 
certain parts of India, but it was at the time crilic!se<l 
as unsuitable by experts, and it has in jiraetice been 
found artificial and inconvenient. The real distinction 
is between Societies with limited and those with 
unlimited liability, and it is proposed in the new Bill to 
maintain this distinction only while retaining the 
principle that agricultural Ci’edit Societies must, as a 
general rule, bo with unlimited liability—see clause d of 
the Bill. 

{lit) The Act of 1904 did not contemplate that Societies with 
unlimited liability sliould distribute profits. It is still 
felt that such Societies do not represent the best form of 
co-operation for agricultural communities, but this form 
of Society has, in practice, been for some time in 
existence in several provinces, and Societies of tins 
character, though not of the orthotlox type, are 

recognized to be capable of useful W’ork. Altliough 
therefore it is not intended to give them undue 
eacoiiragement, it is proposed to legalize tlieir existence 
and to permit an unlimited Society, with the sanction of 
the Local Government, to distribute profits—see clause 28 
of the Bill. 

A cardinal piineiple which is observed in the organization 
of Co-operative Societies in Europe is tlie grouping of 
such Societies into Unions and their financing by moans 
of Central Banks. This stage of co-operation had not 
been fully imliseil or provided for in the Act of 190 4, 
but such grouping of Societies has already been found 
feasible m most provinces, and it is now considered 
desirable to legalize the formation of Co-operative Credit 
Soeietios of which the ]\Jembers shall bo other Co- 
opei-ativo Credit Societies —vide clauses 5 (/), 0 and 10 
^(5) of the Bill. 


[^EHracts from ike Proccedinfjs of the Governor General a Council 
dated the IM March IQlli] 

Co-operative Credit Societies Act Aiuendment Bill. 

The Hon’ble Mr. Carlyle said :— I beg to move for leave to 
introduce a Bill to amend tlie law relating to Co-operative Credit 
Societies. When Siii Denzil Ibbetson introduced the Co-operative 
Credit Societies Bill in October 1903, he remarked ; ^ 1 believe that 
it vi'ould be hard to exaggei-ate either the importance or tlie difFicnlty 
of the experiment upon which we are about to embark. I feel by no 
means certain of success. And if we do achieve success, 1 do not 
expect to find in it a panacea for all the difficulties of the Indian 
cultivator. But I am convinced that if we can succeed in inducing 
hiin to combine with his fellows to utilise their collective credit for the 
bontfit of each, we shall have done a great deal to lessen those 
difficulties and to improve his condition. At any rate, I hold it to be 
the boiindcn duty of Government to give the experiment a fair trial, 
and to do all that lies in its power to make it successful. But it must 
be remembered that success or failure lies in other hands than ours. 
Wo can do nothing of ourselves. We can offer encouragement, 
advice, legal facilities, and executive and financial assistance. It is 
for the people to decide whether they will avail themselves of our 
offer. ^ The offer has been made to the people, and by the people it 
has been accepted. While the present Act was under discussion in 
Council many feai’s were expressed. There was, said one Indian 
Member, the want of that one essential quality, namely, co-operation, 
which has been a prevailing defect of the Indian character from a 
long time and the ca-use of many e\dls. Another Member held that 
insistence on the principle of unlimited liability was likely to keep 
away from the new societies those very classes whose help and 
co-operation would be indispensable. This Member also held that 
insufficient provision was made for financial resources, and that the 
absence of-some summary procedure to recover the debts due to 
societies, was likely to interfere with their success. Notwithstanding 
all these doubts and fears, co-operation has established its footing in 
India. Wliile the movement is still in its infancy, yet it is a robust 
and vigorous infancy which gives great promise for the future. It 
has been found that the root of the matter does exist in India, and 



tliafc Indians will co-operate, tliat unlimited liability is not a bugbear, 
tliat societies are succeeding in attracting capital, and that they have 
not found the absence of a summary procedure an insuperable difficulty 
in the way of collecting their debts. 

According to the last figures available, there are now 3.456 
urban and rural societies with a membership of 226,058 persons, and 
with a working capital of Rs. 1,08,27,743 ; of which, I am glad to 
say, only Rs. 7,21,775 comes from Government. This is the result 
of 7 years^ working. In Germany there were only 1,729 Co-operative 
Credit Societies working in 1890, 23 years after the first Prussian 
Co-opemtive La w was passed. In Austria the co-operative movement 
commenced in 1873. After 17 years there was only one Raffeisen 
Bank for 131,000 inhabitants. Here, excluding Native States, we 
lifuvo already in 7 years got approximately one rural Co-operative 
Soc*ioty to just over 70,000 people. In Italy the first rural bank was 
founded iu 1883, and it took 24 years to bring the number up to 
1,461. Seven years after the movement bad commenced, there were 
only 41 banks. Making every allowance for differences in membership 
ol: the societies and for the fact that India has benefited by the 
pioneer work, specially, of Germany and Italy, and that the pioneer 
work has been done here by the State and not by individuals fighting 
against the State, yet the figures I have given testify to an 
oxtraor^linarily rapid advance. 

It may be asked why, if the movement has been so successful 
under the existing Act, not remain content with it ? My answer is 
that it is lar gely owing to the very success of the xnovement tliat a 
new Act is required. The success of co-opemtive credit societies has 
[laved the way for eo-ojierative societies formed for other purposes, and 
it is difficult to fit them into the provisions of an Act which was not 
intended for tliem. In saying this I cast no reflection on the framers 
of the present Act. It was deliberately resolved to limit the Act to 
cretlit societies, and the decision was a wise one, while the scheme was 
in the experimental stage. But now that the co-operative movement 
is well established, it is clear that provision must be made for 
co-operation not merely to borrow, but also to piu-cliaso and produce. 
Moreover it is essential to provide, as I will show later on, for the 
union of societies in larger bodies so as to secure a large measure of 
non-official inspection and control and to facilitate the mking of funds. 
Seven years^ experience has brought to light many minor defects in 
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tlie Act. The qneftiion of the amendment of the Act was very 
carefully eonsldcred before the Legislative Department an'lcrtook the 
(li’aftiug of this Bill, Two annual Conferences have considered what 
clmnges are needed, and Local Governments have been consulted on a 
rough draft of a Bill framed at the Conference of 1909. 

I will to-dav only mention those points in the Bill winch arc of 
special importance. I have already touched on the neal of providing 
fnv Co-operative other tlian merely Credit Societies, and I need say 
no more reganliug this. Another important change relates to the 
ciassification of societies. Under the existing Act the classiiieation 
of societies depends on whether or no the members of the societies are 
tnainly agriculturist-s. The main division is into rural and urban 
sexiioties. In a runrl society not less than four-fifths of the members 
must be agriculturists. In an urban society* not less than four-fifths 
of the members must be non-agriculturists ; and in a rural society, 
save with the Sjiecial consent of the Local Government, the liability 
of the members is unlimited. This classification was ol>jectod to at 
the time by many critics, notably by Mii. Wolfv, and experience has 
shown that the critics wore right. Sir Dexzil Ibbetson, when 
introducing the Bill, pointed out that in the case of rnriil societies, 
uiilimitod liability was best suited to the agricultural classes to wdiom 
siicli societies are confined, and no doubt it is generally the case that 
unlimited liability is best for a society of small agriculturists, as it 
onsures caution in admission to membership and strict control over the 
manner in wliich loans are spent and the purposes to whicli they are 
devoted. All these considerations, however, apply with equal force 
in many other cases; take, for instance, a small society of weavers 
w’orking together in one place whether in the town or in the country. 
Again, a rural society may consist of a number of well-to-do people 
who could derive great advantage from co-operating but who are 
not prepared to undertake unlimited liability for one anoiher^s dc:bts. 
Tlto true distinction appears to be between limited and unlimited 
societies. In many cases urban societies sliould be unlimited. In 
some cases there is no reason wliy rural societies should not be formed 
of limited liability. 

There is likely to be more difPerenee of o|>inicn regarding the 
l>rovieions of section 28 of the Bill permitting of the distribution of 
profits on certain conditions to momliors of societies of unlimited 
liability. The distribution of profits is i^rmitted oven umicr the 
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present Act, but the stringency of the provisions has been much 
relaxed. It will, I think, gonenally be recognised that the inclusion 
of provisions for the division of profits to the members of unlimited 
eo-oi)erativo societies tends to bring in influences dangerous to the 
true co-oiMjmtive spirit. We must, however, accept facts, and not 
insist on pushing too far our co-operative idealism. Especially in the 
Punjab and in Burma it has been found that the possibility of 
obtaining shares in a society with the prospect of ultimately 
participating in the profits has induced many who would not otherwise 
have done so to join the movement. 


The last change in the law I prof>ose to notice—and it is one 
of very great importsince—is that which provides for the possibility 
of grouping all societies into Unions. I will very briefly indicate the 
great imp<jrtance of tliis matter. It is not at all unlikely that it may 
appeal to many who are not acquainted with the subject that it is for 
the Govern merit to provide for the inspection of societies, and that 
Government might well be more liberal in its assistance in the shape 
of loans. In ray view it is of the utmost imiwrtance to the healthy 
and snccessful development of the movement that Government 
interference and help should be reduced to a minimum. We have, on 
the whole, been very fortunate so far in securing for the development 
of the movement officers who have thoroughly sympathised with, and 
who have a thorough grasp of, the principles of the whole movement. 
But if co-operative societies develop in the future as fast as they have 
done in the past, and if Government control continues to be as close 
as it is at present, sooner or later the whole business of inspection 
must become departmentalised. In dealing noth co-ojjerative societies 
a mere knowledge of rules is useless. Mere mechanical inspection 
and control would destroy, and not build up, the co-operative spirit. 
It is }x>ssible to got a few olBcers with tlie necessary gifts and 
knowledge, but if the number of officers to be appointed were large, 
such special selection would ultimately become impossible; and 
anything in the nature of Government control by officers appointed 
«s-offmo, and not specially selected, is almost bound in the 1od» run 
to be injurious. On the other hand, if co-operative societies join 
together to form unions, each of these unions should be able to provide 
from among their members some mep with, the necessary knowledge 
and enthusiasm to guide those who require help. The business of 
the unions will be not merely to obtain funds to finance the societies 
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belonging to them, hut to sec that the societies are conducted on right 
lines and are not endangering the stability of the whole union, 
Unions, such as I have described, are also essential to bring co¬ 
operative societies into touch with the money market. In many 
eases, the village societies attract loans locally. But more than this 
is required ; and it is of great importance, for several reasons, that the 
village societies should be in touch, through their unions, with a larger 
money market. Among other reasons it is necessary to equalise the 
demand and supply of loanable capital at different seasons. Probably 
some may say, * Why should not Government itself advance the 
money ? The money is safe, and it can be lent at rates which 
would make the transaction one from which Government would 
actually profit.* I may at once say that personally I have no doubt 
that Government could lend, and lend without loss, on a very large 
scale. But leaving aside the fact that Government cannot take 
out of the hands of private persons the financing of the agriculture 
and petty trade of the country, were it to embaik on such loans on a 
large scale, the advances would necessarily be made on more or less 
hard and fast rules. On the other hand, if societies are obliged like 
any one else to borix)w in the open market, their creditors will exercise 
a very powerful, though frequently indirect^ influence on the business 
methods of the societies and on the objects 
devotod. 


to which loans aro 


[Extracts/fcm Sir F, An Nicholson*s Report on Affricutlurat 
Ranh, pp. 2-7,10-12 23-25.'] 


Mjethods and Principles op organised credit in Europe. 

It is obvious that as all capital is derived from savings, and as all 
credit should be based on thrift and prudence, the stimulation of thrift 
and prudence is a necessaiy antecedent to the grant of credit. It is 
emphatically not the mere outpouring of cheap capital that is required, 
not the mere grant of cheap and facile credit to classes unprepared for 
the boon ; what is wanted is the promotion of facilities for saving, 
the encouragement of banking deposits, the inculcation of the true 
objects, uses, and limits of cre<lit ; in other words, the development 
of the essential national virtues of thrift, foresight, and self-help, 
through institutions organized for those ends, Hene^ the object of 
this study is, necessarily, not mere rural credit-banking, but the 
promotion and development of all institutions which, while furthering 
useful credit, base that credit largely, perhaps chiefly, on previous 
thrift, and are thus able to exercise over their members a beneficent 
influence in the direction of self-help ; still more specially those which, 
being based on the principles of co-operation, bring the isolated units 
of society into association, and, by association, teach the benefit and 
virtue of mutual assistance in thrift and in credit, in combating 
improvidence within, and usury without, in developing industry and 
in assuring to men the full results of their industry, in stimulating 
men to new ideas of life whether economic, social or moral. 

Credit—Uiiiversal necessity for Rural credit .—The history of rural 
economy, ^Hke in Europe, America and India, has no lesson more 
distinct than this, that agriculturists must and will borrow. This 
necessity is due to the fact that an agriculturist's capital is locked up 
in liis land and stock, and must bo ternjiorarily mobilized; hence, 
credit is not necessarily objectionable, nor is borrowing necessarily a 
sign of weakness. But such borrowing may be abused, and indebted¬ 
ness may be a symptom and a cause of danger, if the conditions of 
credit are unsound or defective, if borrowing is not a mere temporary, 
productive mobilization of capital, but the result of ignorance, 
improvidence, recklessness, misgovernment^ social defects, or even 
social arrangements such as the laws and customs of inheritance. 
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Credit is a neeessity, and borrowing and indebtedness are useful or 
dangerous in proportion not merely to the use made of the sums 
borrowed, but in projwrtion as they are the result of a prudential 
foresight, or of necessity extniueous to the demands of agriculture. 

As a matter of fact the agricultural chisses all over the world arc 
in a state of extreme indebtedness, clue very largely to causes outside 
of the demands of agriculture, such as to poverty, ignorance, careless¬ 
ness, the laws of inheritance, foreign competition, seasonal disasters 
and epidemic diseases, and the demands of usury ; this indebtedness 
is recognized in Europe as a |X)sitiou of danger, and every country 
is sc^eking its remedy, usually iu the direction of organized credit. 
While recognizing, however, the necessity for organizing and cheapen¬ 
ing credit, it is obvious that, since indebtedness is not due merely to 
the action of the usurer, no mere change in the machinery of credit 
can, of itself, effect a radical cure ; it can, se, only palliate the 
symptoms, or retard Lhe catastrophe. 

TAe condiiims of The conditions of credit may be summed 

up as follows: absoluteof lender and borrower; complete 
9eeunty to the lender as regards the title of the property offered, its 
freedom from prior encumbrances, the recovery of his capital and 
interest at due date, inconvenient amounts, with facilities for enforcing 
such recovery in case of arreai-s ; thorough safety and facility to the 
borrower, in his ability to obtain cheap loans, at any time, to an 
amount proportionate to the security he can offer, and upon terms 
which will be so equitable iu themselves, so convenient as regards 
repayment, so free from all risk of delibei-ate entanglement, so based 
upon published rule; so devoid of any tendency to discount necessity 
or urgency otherwise than by an equitable insurance, that he can 
calculate on reaping the full fruits of his prudence, and find, in credit, 
a jx)werful auxiliary to his productive yy^wnrs and stability. In 
particular, the terms of repiiyment must be such that ho can replace 
the loan from the profits of the transaction for which it was obtained ; 
an improvement to land must be repayable by instalments over a long 
series of years; a purchase of stock must be similarly repayable over 
a shorter series; advances upon crops or for mainteuance may be 
repayable in lump or by instalments according to convenience. It is 
axiomatic that loans sunk in improvements or enterprises in whiqli 
the returns arc gradual, shall not l>e rei>ayable except by instalments 
over a period proportionate to the nature of the enterprise. 





Judged by these postulates the regime of the individual money 
lender is wholly defective ; he satisfi<3s, indeed, the condition of 
pi'oxirnity, but it is impossible for him, trading as he does upon bis 
private capital supplemented merely by occasional borrowings^ to 
satisfy the demands for loans at any time and to any amount; lie 
]\a>s no rules save those of his own conscience, and they are variable 
at pleasure; he is but too prone—it is the ini[Hn*fection of human 
nafcnre—^to exact terras high in proportion to the urgency of the 
! borrower’s need, and not in proportion to the security offered ; his 
accounts, if kept at all, are just what he chooses to write and no 
others, and are subject to no cheek or audit: he is apt to be swayed by 
‘ greed, whether of money, land or power ; he can not consent to lock 

up bis capital for a lengthy series of years, or to receive it back in 
infinitesimal driblets, indistinguishable from the interest with wdiicli 

i they are paid. On the other hand, since it is impossible to trust the 
individual money lender with the powers of distraint or other summary 
recovery, he is put to considerabie expense, delay, loss and fraud in 
the recovery of his loans, a loss which he recoups with a handsome 
increment from his clients, so that the punctual and lionourable 
borrower pays for the offences of the defaulter. 

ii It is, then, certain that the substitution of organized credit for 

I that of the money lender is a necessary development of civilization: 

f the individual system is only an elementary stage which must })e 

I eventually passed as general wealth, order, business confidence, and 

f habits of association develop. The questions for consideration aro the 

1 direction in which such credit shall develop, the means by which 

it can be encouraged, the modes in which it will work, and the effects 
•which it can bo made to produce ujmn the nation. 

The functions of true credit ,—It wraiild be out of place to discuss 
the remedies for the ill plight of agriculture other than that of the 
organization of credit; it is permissible merely to point to the lessons 
of history as teaching the unexpected and indeterminable difliculLies 
of the social 2 )roblem, even as regards agriculture. Liberty was 
giiuited to the feudal quasi-serf by the admiiuble legislation of Von 
Stiun and IlAiiDENnERG, with bhorty of action as regai*ds the land; 
the unforeseen result is the existing mortgage debt of about 
£500,000,000 in Prussia alone. Equality wjis the revolutionary 
demand, and equal riglits of inJieritanee a natural and just corollary; 
Bgain the result has been the overwhelming indebtedness of the 
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peasant and the infinite morcellement of the land even in industrial 
Europe. The problems threatening Indian agriculture are precisely 
the same in nature, though not yet in degree. Human nature is 
everywhere the same, and an uneducated nation largely comi^osed of 
isolated, ignorant units, suddenly endowed with new rights and new 
values, suddenly placed under the regime of complete individual 
liberty of action, will invariably pledge those rights and those values, 
till it is found that it is only the form and not the fact of semtude 
and dependence, that has been altered. 


When, therefore, we are considering the poverty and indebtedness 
of the ryot and suggestions for his relief, it is idle, even mischievous, 
to fasten attention on one cause or set of causes, and equally idle to 
insist each upon his own S]^)ecial remedy as the one panacea for rural 
difficulties. The eradication not of indebtedness, but of undue 
indebtedness, can only be effected by the slow, persistent, simultaneous 
action of a diversity of active remedies, the nature of which is partly 
indicated above, but necessarily differs for each community. 

But the present study is expressly confined to the remedy found 
in the organization of credit, a remedy, however, of almost unbounded 
potcmtialities, provided that it is so prepared as to contain the alternative 
and tonic elements of national vigour. The mere supply of cheap 
capital ah extra ia no sufiicieui remedy; it would probably intensify 
the difficulty by increasing the load of debt ; even the supply of such 
capital by the ^^organization of credit, i.e, by the eslablishmeut of 
banks, iy inadequate as a radical means of relief. 


It is not merely ciieap and facile credit that is required; it is a 
credit which must indeed be cheap and facile in that it shall be ever 
at hand, but it must be credit which shall only be so obtainable that 
tho act and effort of obtaining it shall educate, discipline and guide 
the borrower; it should be granted only to those who have learned 
to think, to plan, to save ; the method of providing it must teach the 
lessons of self and mutual help, and suggest the extension of those 
lessons to matters outside of mere credit j it must be safe not merely 
in eliminating the dangers of usury, but in being controlled, heedful, 
and productive. 

Hence, while studying credit and preparing for its organization, 
the object to be borne in mind is not the introduction merely of 
cheap capital or of banking credit, but of that system which shall most 
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Y’eadily and llioroiiglily develop essential national qualities ; those 
systems of banking are to bo preferred which tend in themselves to 
this result, and the efforts of the State whether in its legislative or in 
its executive capacity, should be directed towards tlie promotion of 
such s>'stems. Not joint stock banks merely, still less State banks, 
or banks financed by the State for the mere issue of capital, but Mutual 
Credit Unions, are the desideratum ; co-operative societies, where the 
isolated learn the value and powers of association, where the ignomiit 
are taught the lessons of business, the reckless learn hcedfillness, thrift 
and prudence, the idle and intemperate return to industry and sobriety; 
where the prudent, the sober, the skilful, the well-to-do unite with 
the poorer and weaker brcthern in an association of mutual help and 
insensible self-development. 


Poverty and indebtedness may not disappear even when such 
systems attain full vigour and extension, but the student not of mere 
economics, but of national character and development cannot but 
believe that a nation in which such institutions are matters of course 
in every village, will be in the way of development as a nation of 
temperate, self-reliant, independent, yet united men. This is no 
dream of Utopia, for systems, still in their infancy even though 
their societies are numbered by thousands, arc working on theso 
lines. * * * 


It is unnecesary to dwell hero in detail on the need for thrift; 
it is self-evident, especially in these days of provident institutions. 
* * * 


There is, however, room in India as in the West, for many classes 
of banks ,* the joint stock bank is of value in its command of resources, 
and in its skilled management; the co-operative union is a desideratum 
for every village; the Mont de Fiete, probably as a branch of some 
other institution, is particularly needed in a country where savings 
UTQ invested in jewellery j the savings bank whether as a separate 
entity, primarily for the receipt of deposits, and secondarily as an 
investor of those deposits in safe loans, the Agricultm-al Association 
with a credit the land and land improvement bank for the 

larger estates and entei-prises, the village clubs for the purchase and 
supply of stock, the village granary or Posito, storing surplus grain 
at harvest and lending it out in the cultivation season, will all find 
place and work in a duly organized system of credit; it is not 
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coopcmtive unions alone that arc suggested ; every cliws of institution 
affording facile, cheap, and safe credit is to be encouraged. Bat it 
is bolievef] and urged that in the co-operative system lies the larger 
hope for the development of rural sociely and industry, 

Cloisificatioii of Creflit.—QT&lii is classified under three heads: 
Beal, Chattel and Personal, corresponding to the three divisions of 
capital land, goods and ‘character.’ The chief institutions for 
these three classes are respectively:—(!) the Land Banks of Germany 
Austria and Fi-ance, with the Building Societies of England and 
America; (2) the Monts de Piete of Euroj'e; and (9) the Popular 
Banks and Credit Unions of Germany and Italy. In the West it is 
generally found that banks are established for, and largely confine 
thomsclves to, a single class of credit; the Ijandschafteu and ‘Credit 
Poncier’ deal solely in real credit; the Mont de Piete is a mere 
pawn-broking institution, the bill of sale or pledge without delivery 
being almost unknown in Latin Europe, owing to the state of the 
law; the Popular Bank or Union which is entirely eo-o[)erative, 
deals chiefly in credit based on ‘character,’ i.e. on personal bonds with 
peramal sureties. The English Building Society, which is the original 
of the Madras Nidhi, almost confines itself to real credit, while the 
Madras institution deals or attempts to deal with every class. 

* * * The following are the banks to bo mentioned ; (1) 

Land banks proper; (£) special Land banks such as the Rent charge 
banks of Prussia and the Pea.sants’ banks of Russia; (3) Land 
Improvement banks; (4) Building Societies; (5) Agricultural banks 
(Societies du Credit agricole); (6) Monts de Piete; (7) Positos 
or Monte Irumentaxii; (8) Popular banks of various types; (9) 
Savings banks; and (10) Agricultural Association with Credit 


annexes. 


Popular Penis .—These are of three great classes, vis., those 
following the system of Schulze-Dklitzscij, of Luzzati and 
RAiKKKfsr.N. All are Iwsed on the grand common principle of 
mutuality or co-oj^ration; they are not joint-stock banks, but co¬ 
operative societies; the units of association are men, not shares, 

Schtthe-Dclitzseh Societies .—The first class are the well known 
German‘Vorschussvereine; ’ these were principally started for the 
artisan, small trading and professional classes, and their Clientele 
is largely, though not solely, urban. The found.ation principles are 
those of solidarity or tmlimited liability, thrift, and the productivity 
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of the loans granted) the ai’ea of oiioration is indeterminate, and 
the clientele all who v/ill subscribe a share, subject however to the 
decision of an entrance committee. Thrift is compulsory, the subeh 
cription to a share being a condition of membership; without 
no credit. Funds are obtained chiefly by deposits attracted by the 
principle of solidarity; loans are granted chiefly on three months^ 
bills, Schulze-Delitzsch believing that money withdrawable on short 
notice could only be lent on similarly short terms. 


Beginning in 1850 with a single petty tentative society, established 
solely by the unwearied efforts of Schulze-Delitzsch, a man of very 
moderate means and |^>osition, but of unbounded zeal, energy and 
enthusiasm, this class is now numbered by thousands; these are 
grouped in various unions, and these again are linked to a central 
agency: each bank, however, is wholly autonomous and independent, 
the unions having only advisory and inspecting powers. A congress 
meets annually, and there is a periodical devoted solely to the interests 
of the societies. Audit is provided within the societies by the usual 
committee of supervision, but by the law of 1889, special external 
audit is now compulsory, the unions of societies being generally 
expected to supply such audit. 

These societies deal in the aggregate in millions sterling; the 
1,076 societies which sent in their accounts in 1892 to the Central 
Union showed an own capital of £7,197,927 including a reserve of 
£1,473,702, deposits and borrowed funds of £21,951,169, and tran¬ 
sactions in advances of £78,080,520 during 1891-92,* they had 
614,524 members, or 478 per society, of whom about three-tenths 
were agricultural. Their defect is in the shortness of their loans; 
even for the current needs of agriculturists three months is insufli- 
cient; with however tJie necessarj' prolongations of one or two 
further periods, current needs may be successfully supplied; but for 
all such purposes as the provision or replacement of stock, for 
improvements, plantations, buildings and the like, they are obviously 
unsuited. It is however, perfectly possible to adapt these banks to 
all rural needs; loans of longer term can sjifely be granted even 
under the present system of deposits, and by adopting a system either 
of long term deposits or of debentures or both, loans of any term may 
readily be granted. 

It is said that these banks frequently lose their mutual character, 
and become mere general banks, seeking high profits. In order to 
87 
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thrift Sciiur.ZK-DKiJTzscn offered the attmction of profits as 
large as could be made; the societies have been very successful iu 
earning profits, and the investing membn-s, as distinguished from the 
borrowers, naturally look more to this function than to that of 
supplying cheap and safe credit. Moreover the Directors have been 
stimulated by substantial honoraria for their services, until this feature 
of the batiks has become unduly prominent. A co-operative bank 
which looks chiefly to dividends and director’s salaries is only co- 
oiterative iu name. A similar tendency is observable even in Matlras, 
whenever societies admit dividends and directors’ salaries as promi¬ 
nent attractions. 

It is believed th.it loans arc chielly granted for productive 
pui'jKiscs^ that at least is a foundation principle, since Souuij'.k- 
DEtJTZSCH desired the material advancement of the jteople by the 
development of thrift and productivity. 

Members can, of course, withdraw at will, with cerfAin formali- 
ties and notice, taking their share values, but not a share of the 
reserve with them ; this is common to all co-operative societies. 

Self-help is the motto of these societies which have neither 
received nor needed any help of any sort from Government, save only 
that of a law which was based upon their own experience. 

Luzzedfi I>opular socoad class of popular banks is 

Ike Italian adaptation, of the above. Lvzzati, then a young Professor 
of Political Economy and recently Minister of Finance, is tho founder 
of this system which has firmly established itself within 80 years, 
tho number of these banks being now (1894) about 900. In 1887 
there were 641 banks, of which 541 reported their statistie?, namely, 
members 318,979, of whom about one-third w'ere agricultural, own 
capital and reserve £4,160,000, deposits, &c., £17,280,000, bills 
discounted, loans, &c., £57,000,000. 

The Italian banks chiefly differ from their prototypes (1) in 
rejecting tho principle of nnlimite<l liability, a share capital subscribed 
by members only, and a heavy reserve, serving as a guarantee; (2) 
in keeping dividends and honoraria as low as possible; Luzzati in 
fact, considers that tho great danger to co-operative hanks is not 
that of failure, but of a success which leads members and directors 
towards the race for high profits and snug incomes, and he is conse¬ 
quently endeavouring, and ndth success, to obtain gratuitous or 
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almost gratuitous adininistration. lu this he is assisted partly v 
the newness of the banks, partly by the Italian habit of 
tuitoiis public administration as seen in the matter of savings banks, 
Monti and other benefit societies. Loans are also granted for longer 
terms than in Germany, but the nietho<l is still by three months^ 
bills, jreriodically renewed, since this method gives the bank consider¬ 
able control over the utilization of the loans and over the borrowers’ 
punctuality in repayment. 

The societies have, of course, a ucwspaiier organ of their own. 

The iiopular banks, both of Germany and Italy, are able to reach 
' the small folk and graut (piite small loans; with the Uaikkeisex 
societies they form what will eventually bo an almost comiileto 
banking organization for the smaller folk of the countries through 
which they are ramified. 


RaiJfcUeii Credit Umons and Wollemhorg Casse Rurali. Tho 
Ilaiffeisen system, also adopted of late years into Italy, is entirely 
rural and co-operative. It is again of German origin, of tho humblest 
beginning, and is duo entirely to the philanthropic devotion and 
energy of a simple burgomeister (village heaxl), ‘ Father’ Raiffeisen. 
These societies are based on the following principles, which are con¬ 


sidered absolute; (1) limitation of area, usually to a single village, 
80 that the bank may know and be known of all; (2.) uulimitod 
liability; (3) reduction of the share eapiUl—now compulsory by law— 
to the lowest possible minimum; this principle is expressly intended 
to arrest any tendency to the seeking after dividends; (4) absolute 
gratin'tousness of administration, only the actual clerical work being 
paid for, and that on a most economical scale; (5) the utihzation 
of tho loans only for productive puri> 08 C, the word ' productive ’ being, 
of course, interpreted widely, as, for instance, for the maintenance 
of the farmer pending his crop, the paying oii of usurious loanS; and 
the like; (0) a considerable duration of loans, extending ordinarily 
up to 10, and occasionally to 20 yearn; (7) repayment by instal¬ 
ments; (8) entire absence of increasing dividends, the shares, of an 
almost nominal amount, bearing only a moilei’ate interest fixed by 
the articles, all other profits being credited to a resm vo which is 
not the pivpcrty of members save in their cori>omto capacity; hence 
it can only be spent in works of public utility. 

Tbeso small and weak socijtic:: early found the iKlvisability of 
grouping themselves for mutual advice and moral snpiKirt; there are 
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now several groups, and these again arc linked to a central agency. 
There is also a Central bank for equalizing funds by lending the 
suiqilus of some to meet the needs of others. The loans granted by 
those societies go down to sums that would be considered small even 
in India where money is so much more valuable, showing that tliese 
societies are, as indeed their constitution and membership indicate, 
the banlvs of the small rural folk. 

Kaiffeisen desired the moral, even more than the material, develop¬ 
ment of the rural classes, and endeavoured, therefore, to eliminate 
the desire for profits, foreseeing that such a desire would iiifallildy 
lead to an opixisitiou between borrowing and non-borrowing members, 
and to the loss of the guiding principle of brotherhood and mutual 
help, which was the central idea of his system. 

His efforts were but slowly crowned \vith success; beginning in 
1849 there were only four by 1868; since that time they have 
established their reputation and are now developing at the rate of 
several per day; in September 1893 the original Neuwied group itself 
Completed the number of 1,000, and it is caloulaiod that there are 
already several thousands in existence. 

Their group organization is not so successfully carried out as is 
desirable, and statistics are very defective; it is stated however, that 
not a single society has ever become bankrupt, while tlie vast increase 
iu numbers amidst a poor and conservative clientele, argues their 
extreme suitability to rural needs. In Italy the work of these 
societies has been very particularly described by their founder, Signor 
WOLLEMBOKO, and the results as depicted by himself and other 
rei)orters are encouraging and stimulative in the highest degree. 
Both in Germany and Italy those societies have their organ which is 
devoted to co-ojicrative news. 

* * * 

Slate Batiks ,—The establishment of State banks is out of the 
question; it is impossible and would, if possible, be inadvisable. 
Jmjwssihle since, under the postulah^ of credit—proximity, security 
of the lender, facility and safety to the bori*ower—there must be a 
hank in every village, or minor group of villages; such a ramifica¬ 
tion would demand an establishment and find work equal to that 
of the existing Land llevcnue Dej^artment; it is far more difficult 
for a great central agency to lend annually to millions of peoj Je, 
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with the hundred inquiries necessary on each occasion, and on the 
iluctuating' security available, than to deal with ordinary laud revenue 
duties. No such organization has anywhere except in ludia been 
even dreamed of; not even in France witli her centralizing tendencies. 
Nor, indeed, has the State funds for general dealing in ordinary 
credit. Inadvisaile, for if jwssible, it would render the whole popula¬ 
tion dependent upon the State; it would enormously develoj) 
bureaucratic interference in the everyday affairs of life; it would be 
an unheard of experiment in State socialism, and would absolutely 
confirm the already overwhelming tendency of this country to look 
to the State not only in all emergeucica but in the ordinary affairs 
of life, to consider it as answerable for or bound to relieve its mis¬ 
fortunes and to accept the burden of all its debts and poverty; it 
would develop, in a high degree, the liabit of attempting'to 
over-reach and defraud that entity vaguely known as » Governnwut ” 
which is usually credited with unlimited means and with the ability 
to overlook individual debts; it would ^d the odium of the bailiff 
to that of the tax-collector —odio vedigali odium fenehre; it would 
choke all private enterprise and, still worse, the development of those 
habits of providence, thrift, self and mutual help which are among 
the highest qualities of a nation. 

Fmidions of the SMe.-Hni the State must assist the development 
of organized credit. The functions of the Slate in the matter of 
rural credit arc con-siderable; it must remove all disabilities and 
obstacles which prevent lender and borrower from meeting on fairly 
equal terms ; it must stimulato comjjetition with the money-lender by 
suggesting and favouring the establishment of credit associations of 
various classes ; it must legislate for the due formation and manage¬ 
ment of such associations, with a special leaning to co-operative 
associations as stimulative of essential national qualities ; it should 
grant certain privileges which cannot be safely out rusted to private 
individuals; it should provide for cfllcient su|Hirvision ; and it may 

grant some moderate subventions, cither as working or as mere start- 
ing funds. 


The State cannot do much by direct means to place lenders an 
borrowers on equal terms; education is a chief means, but one ( 
very slow growth A usury law is gonemlly a mistake, hut tl, 

modern Gcm.an form, though perhaps too dmrtic in its penalties i 

a great advance upon those ancient laws wFiieh lay down an arbitrar 
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rate for interest, as to this day in the Unil-ed States. Tlie Gorman 
law gives the couil^j discretion to decide in each particular case 
whether there has or lias not been usury, the circumstances of each 
conti’aet being considered, and especially any undue advantage which 
the lender may have enjoyed. A usury law on similar lines may be 
wholly though tcmpoiarily useful. Similarly, it is advisable to insist 
that all persons habltnally dealing in credit as a businesj:;, shall beep 
a fixed set of accounts entered clearly and distinctly in proper books ; 
the lack of such register is daily felt. 

The real method, however, of bridling the money-lender is by 
stimulating competition with him ; in Svvitzerlaiid thiity ycal’s ago 
the complaints against the usurer were as elsewhere ; banks spi-ang 
up in obedience to the demand and in consonance with favourable 
laws of mortgage, registration and other stimulating circumstances ; 
tlie result now is that the money-lender is authoritatively declared 
to bo of no account as a factor in general credit, there being about 
900 credit banks of various classes to less than 3,000,000, people. 
* * * 


‘While it is desirable to develop the suggestive and educative 
functions of the law and of the executive in the matter of thrift and 
credit institutions, and to give, by law, certain privileges to societies 
established to promote national thrift, providence, and productivity, 
it is to be remembereil that neither the existing law, nor the 
Government, nor the state of society, offers any actual obstacles to 
the establishment of any class of bank or benefit association ; if the 
law does not suggest, it does not prevent ; if the executive does not 
help, neitlier does it hinder ; if the conditions of society are not all 
that can be desired, neither are they specially unfavourable. Compared, 
in fact, with the conditions of Earo}>e, esjiocially in the middle of 
the century when banks for the ix^ople first arose, the conditions of 
this Presidency (Madras) must be regarded as distinctly favourable. 
The right of a^sociatiou for any purjK>se, i>olitical, social, or economic 
is absolutely free ; fiscal burdens are light; communications, by rail, 
post and bdegrapli, are goo<i ; justice is accessible, pin-e, and fairly 
prompt, while, in the village courts, this Presidency has at hand an 
unequalled instrument for the enforcemeni. of small claims and con- 
ti’acts ; education, though popularly backw'aad, has produced a large 
class of men who are or may become fully aquainted with W esterii 
ideas and methods, wdiilc sufficiently in touch with the jicople to be able 
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to carry those ideas into effect : the ryots themselves are generally 
8lii*ewd, while the village leaders are accustomed to combined effort and 
system, as in the difficult task of water distribution from great tanks, 
compared wdth which the labour and organization required for manag- 
ing.petty thrift and credit societies, are but small, The success of 
the Nidhis, even in villages, proves that there is absolutely no neces¬ 
sary hindrance to the successful working of association either in the 
law or in the conditions of society, although it is most desirable in 
the interests of further action, that certain positive improvements 
shall be introduced aud privileges granted. What is really wanted 
is the advent of men of zeal, enthusiasm, devotion and perseverance 
who will take up the Western ideas and methods, and, by personal 
labour, solve the difficulties of the problem not on pajK^r but in actual 
practice j the philanthropic reformers the East must sit down 
in the villages as did their prototypes of the West^ aud must there 
establish the petty societies which, as in Europe, shall contain the germ 
and promise of infinite potentialities. There can be no higher honour 
for any man than to achieve the role of the Schulzh-Delitzscii 
or the Kaipfeisen of India^ and the possibility of filling that role is 
within the |X)wer of hundreds of men in this Presidency. 
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Analtsis of Eueopban Lani> Banks. 

All analysis of the organization and methods of the various 
European land banks will give a more complete idea of Ileal credit in 
Europe than the description of isolated institutions or separate 
countries. This chapter refers only to institutions especially 
established for the granting of Real credit, and not to ordinary banks 
\vhich merely grant mortgage loans as part of their general business, 
nor to Savings banks which place much of their deposits in this form 
of investment. 

Character.— R\\ institutions for the special grant of Real credit 
arc classified us private or public. 

Class I .—Private institutions are associations either (a) of 
borrowers, or (i) of lenders, that is, they are either associations of 
mutual credit consisting of landed proprietors united in a society for 
the purpose of obtaining loans at cheap rates for their members, on 
the common security of all, or they are ordinary joint-stock companies 
financed by capitalists, large or small, who are looking for a good 
investment, and who regard mortgages merely as the means of 
returning a good interest on their investments. Each class seeks its 
own profit, which in the former is cheap loans, in the latter high 
dividends. To a great extent the two classes of institutions are 
opposed in principle ; practically however the second class are able 
to give cheap loans by reason of the abundance of their funds, and 
they are obliged to do so by the law of competition. Ix)ans are 
however probably cheaper on the whole in the former class, since their 
credit is unlimited, they have no share capital to absorb profits ss 
dividends, and all profits, if any, return to the members. The chief 
exponents of the former class are the Landschaften of Germany and 
the Boden credit institutions of Hungary ; of the latter, the Credit 
Poncier of France, and the mortgage hanks which have sprung 
np throughout Europe on the model of the French institution. The 
Italian banks are peculiar. * * * They are ancient banks 

which of lato years have received special privileges from Government 
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oa condition (»f devoting a special department to land credit on modern 
prineiplesas in tlie French (Credit Foncier. These are now known as the 
privileged land rnortgJige hanks ol Italy. They are private institu¬ 
tions, several ol* them, notably tho^bank o£ Naples and Sicily, being 
without shares and dividends, and based upon an ancietit religions or 
pious foundation. Other banks are of the ordinary joint-stock type, 
but arc not allowed to deal in long-terni mortgage loans with 
amortization, and upon issue of debentures unless their capital is at 
lea?t £100,000. A new society has now (1890) been promoted by 
Government wnth a special law in aid ; it is however to bo a joint- 
stoedv company, but with special privileges and monoixdy, and will be 
similar to the Credit Foncier of France. 

Cl(m IL —Public institutions are those fouiuled by the State, 
either l^y Government or by some local body wdiether province, 
municipality or commune. These are but few in number and generally 
of no great importance. Germany possesses a few, chiefly the banks 
established to redeem the ancient feudal cliarges which burdened the 
]x»iusant.s. In Switzerland some of the cantons, noiai)ly, Berne, have 
established State l>anks which are doing excellent work. Moravia 
was endowfxl wdth a similar State bank in 1880. But many of the 
land banks of Europe arc largely controlled by the Slate; the 
Laiidschaf ten of Germany and the Credit Foncier of France are 
notable examples so that it is difficult to divide banks by a hard-and- 
fast line.* * * Ill llussia there are State land banks of four 

classes : (1) those directly founded by the State, administereil by the 
Finance Minister, and yielding ])rofit to the State; (2) land banks under 
Provineinl Governnn'nts directed by the Home Department ; (D) 
institutions founded by communes ; (1) institutions under the council 
of a particular charity under impeiial patronage ; all these wei*e 
started before 1852 and little is known of their working. In 1882, 
a Peasants’ land bank was established to provide capital for tho.se 
peasants who wished to buy out their land ; this is essentially a 
State bank. 

Imtiafive. —Generally sj^eaking, all land credit institutions 
prior to 1850 or even 1800 were due to the impulse of Government, 
varying from that of (Itmiion or direct fiat, to the mere pa«;sing of 
laws favourable to their e.stablishment, sucli laws being frequently 
necessary by reason of a prior restrictive legislation such as is generally 
unknown in England and India.* * * 
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Some banks, however, have ha/1 a purely philanthropic or patriotic 
orig^in. Apart from the Savings banks—the Italian banks were in 
many cases works of charity (Monti Pie) and the great bank of 
Naples is the result of a fusion of seven Monti of old and charitable 
foundation. I^he chief land banks of Hungary are patriotic and 
X)hilanthi*opic institutions, e?.y., the Boden credit institution of Buda 
Pesth, which was established in 1863 by a number of large landed 
proprietors who subscribed foundation shares at fixed interest below 
market rates in order to start the society. It has no shareholders 
proper, and no dividend, and is very successful in its way. Another 
society was similarly founded in 1S71, and another, specially for the 
relief of small proprietorvS, ha<l a similar philanthro|nc origin in 1879. 

The remaining banks, principally those founded in the latter half 
of the century, are joint-stock banks, due to ])rivate initiative, but 
though very successful, they deal eliiefly with urban jiroperty; in 
Germany alone thirty-one were founded between 1860 and 1880, 
and others since ; these come under the ordinary law of the Empire 
and not under any special law; on the other liand they are not 
restricted to land mortgage operations unless by their own statutes. 

Principles ,—Tho foundation princijde of the several hanks is 
various; some are based on the princijde of mutuality; the Old 
German Landschaften are the best types of this class, which are 
genemlly founded by j>ersons likely to become borrowers, who, in 
order to obtain cheap credit, unite with an unlimited guarantee, and 
who divide all xwofits among themselves usually by reducing the price 
of loans. Tiiey give very cheap credit through having neither 
capital nor dividends, and thix)ugli there being no antagonism, hut 
rather identity of interest, between the banks and their clients. Some 
are Government institutions founded in view of providing cheap 
capital for agriculture; Russia, the small German States, Switzerland 
and Austria are the chief exponents of this principle. The modern 
type is that of the joint-stock bank limited, in which money is 
invested for tlie sake of dividends. 

Objects ,—The objects of the socities are diverse; in the Old 
Landschaften, the chief object was the relief of the noble ** 
prox^rietoi-s, who were much distressed by usury and war. The 
redemption of ancient and oppro.ssive private mortgages by loans 
from the society at moderate interest and on long term is a second 
and general object. The relief and development of agriculture (a) 
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by re«l/oring to it the capital diverted by usurious debt, {1) by 
providing cheap capital for iniprovemeuts and for family purposes, 
(c) by bringing into industrial circulation the petty hoards of capital 
available but unused is a third ; a fourth object is the re<luction of the 
general rate of interest by means of institutions of good security 
working on a largo scale with cheaply borrowed capital, thus breaking 
the monopoly of the usurers, or of other imperfect methods of supply, 
and governing the rate at which capital could lx? properly lent. The 
Creilit Foncier of Franco and the institutions based on its example 
are noteworthy examples of this class. A fifth object is found only 
in the modern joint-stock pattern, where capitalists seek a good 
investment for their funds, and establish banks for the purpose of 
earning dividends as high as aoenrity and competition will allow them. 
A sixth object is that of loans to public bodies—communes (villages), 
district boards, municipalities, &c.—^^for public purposes, the security 
given being that of the cori>orate property available, or the local 
rates and taxes. Here again the Credit Foncier of France led the 
way and has been followed by societies of that ty[>e. A seventh object 
is found only in a few special banks, f the reflemption of rent 
charges, feudal dues, &e., by peasants, especially in Germany, Austria, 
and Hungary, and the buying in of their lands by the ex-serfs in 
Russia. An eighth and very rare object is that of dealing solely 
with petty proprietors; in most land banks no application for a loan 
will be entertained when the property is worth less than about 
£83, t\y., 1,000 fiorius, in many of the banks in fact the minimum 
loan that will bo given is 1,000 florins (rinKies) ; * * * 

Real credit institutions in genei’al have, in consequence, done little 
for the small proprietor. A ninth object is that of lending on urban 
pro[>erty either for ordinary loans or for special building piirposes; 
these are all of the modern type, and such operations are expressly 
excluded from land banks proper such as the Gorman Landschaftcu. 
A tenth subject is the encouragement of thrift by establishing Savings 
banks, in which case loans are given on mortgage by the Saxdngs 
Banks, in order to obtain a profitable investment of their deposits. 
An eleventh and very itnj>ortjmt object is that of tlie new Central 
hanks, formed not to lend direct to borrowei-s, but, almost solely, to 
facilitate cheap cre<lit by the is.suc from a central institution of 
national reputation, of eentml debentures in representation of 
debentures issued by small local banks. A twelfth object is land 
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iuiiirovemcnt, pure and simple; sucli are tlic land improvement 
societies of Englaml, and the Landesknltnrrentenbanken of Germany; 
these are generally, if not invariably, the last development of 
land credit. 

Ilenco banks v/hich grant land ei-odit are as follows : (1) land 
credit banks proper, wliether mutual, joint stock or State, such as 
the Ijandesehafton, the Tlnugarian Boden credit institution, the Creilit 
Foncier of France and the State Banks of various German States 
an<l Swiss cantons; (2) the rent charge redemption banks as in 
Germany and Russia; (3) communal and benevolent societies of 
various sorts; * * * (4') the Savings banks; (5) oixlmary 

banks,* * * (C) Central land banks; (7) Land Improvement 

banks or annexes of banks. 

Capilal. —The oldest forms have practically no original capital; 
they were assisted at starting hy a subvention, at low interest (<?.y. 

!i per cent.) by the State, but they had neither shares nor capital, 
their funds, beyond the above subsidy which was only inteaded for 
first expenses and as a reserve, proceeding entirely from debentures 
issued in representation of loans granted, at llnst in immediate 
representation of siiecilic loans, afterwards, m mam in representation 
of the aggregate of mortgage loans granted by the society. On the 
other hand, the hanks of Najiles and Sicily have immense capitals, 
derived from religious foundations (Monti Pie), hut no shareholders, 
60 that they have no dividends to distribute. But, in general, modern 
institutions are joint-stock companies with a substantial capital, 
usually partly paid up. This capital may be foundation or ordinary, 
variable or ii.xed. Foundation capital is that provided by persons 
either merely philantliropic or iiitorested in promoting cheap credit; 
such are the Hungarian hanks above alluded to. In the Hungarian 
Boden credit institution the founders’ share.s were £117 each, of which 
10 per cent, was paid in cash and the remainder in bonds which weie 
merely kept in deposit, and in fact—in that bank have been returned 
to the subscribers a.s not recpiired, owing to the formation of a strong 
reserve to which all net profits go. This foundation capital bears a 
^laed inl.erest of 5 per cent , which is below the onlinary Hungarian 
market rate, and lias no claim to any dividends out of profits. 
Foundation shares may be paid off whenever the property of the l>ank 
permits it, hut are also rotaineil as fixed deposits. The Stete 
subvention may be called a foundation slm.ro, and, as in the cantonal 
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banks of Switzerland, frequently takes the form of subscription for 
shares; in many cases it is paid back when a reserve has l)een 
established. Ordinary shares need no remark. In some banks the 
amount of capital is fixed, so that operations, which are usually limited 
to a multiple of the caj>llal, are also limited, but in most, the capital 
prepresses up to a certain maximum with the operations; in 
the Creilit Foncier of France the maximum capital fixed by the 
statutes is £8,000,000 sterling; the actu»al capital at any moment 
must be one-twentieth of the bonds in circulation and is now (1802) 
£6,820,000, the debentures, mortgage and communal in circulation, 


aggregating about £120,000,000. In the German and Austrian 
banks, the necessary proportion of ca]ntal to debentures is 1 to 5, 
1 to 20, &c. IVfany banks, even when constituted with a capital of 
their own, obtain State subventions, the Credit Foncier of France 
ha^ a grant of £400,000, but this is usually credited to the reserve. 

Reserve .— The reserve is an obligatory element in all ca^;es. The 
German Laiidschaften provide a reserve from the principal or interest 
ot* the State subvention, from profits, from unforeseen receipts, and 
from profits on the issue of their debentures, from contribution and 
commissiou paid by borrowers ail hoc, and included in the annuites or 
deducted from the principal at the time of borrowing. The Hungarian 
Jfoden credit institution has, as a reserve, the founders^ share.s—ono- 
tenth paid up—the Government contribution foi\tbe purpose, the 
whole net profits of the institution, the special guarantee fund, and 
a percentage payable by the borrower with each annuity. The first 
two have been described under (capital; the third is |x>ssible in this 
institution, since—as their is no share capital—there are no dividends 
to be paid; the fourth item is derived from a one j)er cent, deduction 
from the amount of all loans made at the lime of payment, but 
returned to the borrower with interest after his loan is paid off; the 
fifth item is a *06 per cent. a<ldition to the annuity. The Credit 
Foncier of Fance takes for its reserve from 5 to 20 per cent, of its 
net profits, and it should accumulate up to a maximum of one-half 
of the share ca[)ita]. The em[>loyment of the reserve is various; in 
general it is to guard against unexpected losses; in some cases its 
interest goes to pay for the mlministration. The funds of the reserve 
are usually invested in Government paper or other good securities or 
in small and safe banking opeiations of cpiick return. There are 
special reserves as noted under the Credit Foncier of France, to 
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equalize the proceeds of debentures issued at various rates according 
to the market ; to provide against the loss on repayment at par of 
bonds issued below par; also for the issue of lottery prizes and l>onusos. 


Funds ,—Tlieso arc provided from capital, from accumulations of 
profits, from Government loans or grants, fi*om mortgage debentures, 
from de})Osits, loans and bank notes. The first three * * * 

are comparatively unirn])ortarit as sources of funds though all 
important as security ; the capital is usually only one*tenth 

or one-twentieth of the amount of the debentures issued by the 
society in the case of the German institutions and the Credit 
Foiieier of Fiance, and in some, as in the Hungarian Boden 
credit institutions, there is practically no capital, but only a leserve. 
In the later commercial or mortgage banks the capital is a 
real working capital, as in the llypothekeu mortgage bank of 
Hungary where only one-tenth of the nominal and one-fifth 
of the paid-up capital is used a guarantee fund (reserve) for the 
security of its debentures; so in Gennany, the banks since 1860 
use their share capital in mortgage oj>erations, and with some which 
have not obtaimHl Government authority to issue debentures, this 
capital is an important element in their working funds. Such banks 
can deal only to a very limited extent in loans for long terms 
reimyablo by annuities. In Belgium in 1890 the j)aid-up capital 
of the four chief mortgage banks varied in actual fact from one-fourth 
to one-twentiotb of the debentures issued^ and in Italy in the same 
year the eight mortgage banks—including the National bank—had a 
capital of £1,760,000, and debentures in circulation for £^8,062,/900. 
As shown in describing the Credit Foiicier of 1 ranee, a certain 
proportion of its cajntal, and even of its reserve is used in short-term 
loans, but this is not its true use; it is a guarantee fund. 

Clienleie,—The oldest banks were formed on the principle that 
only membei*s might borrow: this is maintained to this day in the 
Laudsehaften and is continued in all popular banks and mutual creilit 
sorneties. The question then is, who may become members ? In the 
Old Tjondschaften only '' nobles could be members ; the banks were 
expressly foundcMl for them, the ]>ea.sanls being disregarded. 
Gra<luaily, however, this restriction to some extent disappeared; 
pasants were adinitlecl—with resti»ietious—to borrow, and the New 
Landschafteu generally admit them. But a restriction is found in the 
minimum prescril>ed for loans; in some cases loans may not be given 





on property below £S>^ in value ; generally the loans may not fall 
below £4;l or a considerably higher sum, their minimum lacing pres- 
criWl by the statutes. Even where the minimum loan is fixed at a 
small sum, in practice tlie loans actualiy granted are considerable; 
small business is risky, troublesome, and unprofitable to the bank, and 
is not undertaken. The Hungarian Boden credit society, for 
instance, had in view the large and medium landholders; it was 
founded by rich and patriotic men of the aristocracy, and, by statute, 
will not lend sums below £8S, pmetically, on estate of less than 
50 acres, though oiie-third of the whole area of the country is held in 
estates below 44 acres. As a matter of fact the loans average far 
above the minimum in this as in almost all other land hanks; even the 
cheap and ix)pular savings bank of Milan cannot in practice lend :u 
Venetia on estates below 75 aortas in area., whatever it may be able to 
do in its own ueighbourboo<l, while the general average of the Italian 
land banks is very far above that. Hence the small proi)rietors are 
not the clients of the land batiks : practically none below the pro¬ 
prietors, who in Germany are known as team-owning farmers, ue,, who 
hold above 15 or 18 acres, can liojx; to borrow. 

The joint stock l)anksj such as tlie Credit Foneier, will lend to 
any one who can offer good real security, but., as a rule have a 
statutory minimum for loans, and in jiractice lend considerably abcivo 
that minimum. The real tieasaiit class holding below 20 acres, are 
not reached by the land banks generally; practically they are financed, 
as regards mortgage loans, by monc}-lenders only, and occasionally by 
Savings banks, except in Switzerland and in some of the very small 
German States. * * * 

State liiterveiUlou, —The most noticeable feature in the organiza- 
tion of these land banks is tlie pervading presence of the State, in all 
degrees, from the complete direction and control found in the State 
banks, to the general f)ii|)crvision exercised over private joint-sbick 
companies; the State in no case leaves this form of l>ank to its own 
devices, but watches its proceedings wil li jealous care, and, usually by 
special law, provides most stringent rules and heavy i^enaltios for 
malfeasance, or even neglect of regulations. It is true that Conti¬ 
nental Europe is accustoniwl to a general regime very diffei*ent from 
that of England and India, wliere the principle of non-intervention U 
generally hold to be the true g 0 .s|)el in iiolitical economy, but in the 
matter of these land banks the intervention of the State is so 
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markocl as to show that thore aro jmri/icular reasons for it, some 
l>erhap8 liistorioal io the custom which has contiiiue4l from last ccutitry 
when Froilcrick the Great ereckH] tlje fii’st land credit societies l>y his 
simple flat, some, certainly, in the nature of the operations to he 
utidertakeu and the edass of peo[>le to he dealt with. It is, in lact, 
held hy some European ecoiiornists, German especially, that the State 
should xindertake batikini^ as it does the Post oifuje. Railways, the 
Currency, etc. Others, on the contrary, object to State intervention, 
as savouring of State socialism, as tendinj^ to cramp, or even stifle the 
business cuer^ies and independent action of a nation, a.s developinj^ 
still further iliat dominant bureaucratic action which is so all-prcvailin«r 
and powerful in Europe; as favouring—in the matter of ere<lit—the 
class of lx)rrowers at the expense of the g'onoral tax-payer. Others 
however believe that, while not bound to direcl action, there are 
conditions which cal! for State interference in favour of an industry— 
ai^riculture—the stability of which is so absolutely necessary to the 
welfare of a nation, and they would admit or even require ^tate inter¬ 
vention by way of eneouragoment and promotion, subvention and 
onarantee, control arid supervision, and privileged procedure. These 
last opinions are almost universal in Europe where the conditions and 
liistory of society are so utterly different from those of England, and 
it will be seen that State intervention in all the last mentioned forms 
is absolutely univei*sal, not indeed in all forms for all banks, but for all 
land banks in one form or other. 

Government control and supervisiou in varying degrees are then 
nnivei’sal in Europe in the matter of land banks; it isS recognised 
whether in France, Germany, Austria or Italy, that land banks 
must be controlled or at least supervised by Government authorities; 
the alisolute need of agriculture for capital on moderate terms ; 
the impossibility and danger under existing conditions o{ 
supplying it by private lenders; the inability of the people 
generally, under these conditions, to start and successfully 
work a" land bank without State assistance and guidance; the 
evil of allowing newly-started banks to risk their credit in loose or 
misclii-ected operations with the consequent danger of failure and 
irretrievable damage to credit in frightening capital from associated 
and systematic effort; the danger that, without such control, the 
landowner might find that he ba4 merely exchanged the private usurer 
for a mechanical screw-vicc provided with jx>wers of cotu-cion, sjieeially 
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applied, which the Jisiirer lacked^ seem to be amone^ the reasons 
which have deter rained all Euro|>ean Governments to interfere more or 
loss completely in the guidance and supervision of the land banks. 
The conditions which existed at the starting of the banks detenninetl 
this action : the {)eople were either nobles whose position round the 
tluonoj and in the then economy of their country, required the sup[Kirt 
of legally secured credit, or they were poor and ignoi*ant peasants 
whose very life blood was !)eing drained by private usury ; nobles and 
I)easaats alike were in the hands of the money-lend ei'S, and were 
incapable by their sole efforts of extricating themselves or of managing 
credit associations without supervision. Again, in late years it was 
necessary, in the still unimproved condition of the i)otty proprietary 
who form the great mass of landholders to prevent associations of 
capitalists from exploiting the country, as the individual money-lenders 
had done before them ; per cuntra owing to the extreme dilHculty of 
dealing successfully with ignorant, suspicious, heavily indebted masses 
of small holders, Government eonucctiou with the banks was needed to 
give that official sanction and support which in much-governed Europe 
is the um (jua non of rural dealing. Hence the great differeuco 
between the history of continental land banking and the banking of 
England and Scotland, and it may well be that in this, which is found 
a necessity in Eurp})e-^nd strange to Sfay—-as will be hereafter seen in 
the most independent of countries, the United States of America, tliero 
is a U‘>son for Indian niial land banking. Free banking suits English 
and Scotch conditions and the ])eculiar history and development of 
society and of economic history in those countries, but is not necessanly 
suitable to otlier conditions as in India ; nay, it may be a grave 
error. 

ChiEDiT Auhicole.* 

In Europe, niral erdit is generally divided into Credit Foncier or 
innnoh 'Jiery and credit mofnlier or agncole. 

The latter form of credit includes chattel credit, /.e., the credit 
based on movables, such as crops, stock, furniture, etc., and personal 


* In E’lropc tho words ‘Crouit Aginirolo* arc uaed in a technical Fonfioj they 
do not me&n ‘agricnltural credit’ i.e. credit in general granted to apDicnltiiriKtii, bnt 
thos»c particular classes of ajifriciiltnn>l credit not coTored by land credit,••namely 
chattel and personal cre<iit. 
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croclii, or that based on a nian^s status and general position^ his 
clianictor, his property and his reputation, 

Bel’ore proceeding tx) discuss the ^ Credit Agricole \ it will l)e well 
to rehearse once more the nature of the credit required by the farmer; 
it is iini> 08 Ksible to discuss or devise systems for granting him credit 
unless his needs arc distinctly defined and grasped. For |Hirmanont. 
improvements then, whether of irrigation, plantation, building, level¬ 
ling, and those lengthy o|K'rations which convert mere anathi fansn/* 
or neglected and possibly exhausted dry lands into feitile gardens, 
long-term loans are needed, in which the cajiital borrowed may bo 
replaced hy small annual instalments from the improved income. This 
form of credit is based upon the security of the land itself, which 
remains permanently as the guarantee for the loan. This is the Credit 
Foncier. But the farmer, proprietor, or tenant, requires other classes 
of credit; he needs money for cattle, manure, new implements, seed, 
inainbmance, wages, rent or assessment, etc., and for this compara¬ 
tively short-term loan.s are necessary, varying in duration according to 
the class of re(piirement, from (say) three months to three or four 
years. Now, unless, as in Switzerland, mortgages are cheap and very 
accessible, it is obviously absurd to j>ledge land for a mere [massing 
nc<H.l. The cro])S, stock, and {x?rsonal status of the farmer ought to be 
amply sufficient for loans necessarily moderate and of comparatively 
brief term ; if credit has been effectively organized in a country, 
nothing can be simpler than for the farmer to seek his banker and 
obtain a short loan cither on his mere bill or note of hand, or as a cash 
credit, or by a bill of sale, or in other simple ways. But this is 
]>reelsely what is univei’sally wanting to the small farmer ; universally, 
that is, on the continent of Europe, where the ignorant jx?a<aiits, 
recognizing nothing save that money is necessary, rush into debt, and 
fall into the clutches of men wdio, under pretext of helping them, only 
desire to cause their ruin and to grow rich at their expense.” It is then 
the organization of this class of credit that remains to be discussed. 
It will be useful, further to point out that discussions in France have 
largely turned upon chattel credit, in giving the fanner a greater 
lK)rrowiug value in his crops and movables by limiting the landlorcFs 
pnviloges over them, in enabling him to pledge his stock, crops, etc., 
without delivery to the pledgee, etc., while in Germany chattel credit 
1ms never attracted much attention ; it is the development of pcrsOitial 
cretlit tliat has there occupied men’s minds. 
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The reason whj Germany has relegated ;eliattel credit to a wholly 
secondary place is (1) that as the landloitl has by lavv the llrst rights 
over the crops and stock of t he fami np to the amo\mt of his rents, it 
is impossible to pledge them by delivery to a third party without 
wronging the landlord, uiiloss with his consent ; (2) that crops and 
stocks and furniture by their very nature eannot he removed or dcli- 
v(;i-e<l to the custody of the pledgee without disturbing or preventing 
the work of the farm. In Germany, therefore, while personal credit 
laigely dejiends ujxin a consideration of the jrossessions of the borrower, 
those possessions are not themselves given actually in plc\lge, and 
chattel credit is practically of little use. This is equally tin* case in 
France, Imt the coume of action has been vastly different; the business 
men of (»eimany, abandoning the idea of chattel ero<lit, have sought de» 
velojrment of personal credit, while their confreres in Franco have either 
unceasingly diseussed the jiossibilities of developing chattel credit, so 
that the flehates on the Credit Agricole in France have been largely 
synonymous with .lebates on the restriction of the landlords’ privilege* 
as entered in the Civil Code, the pledge without delivery, the assimila¬ 
tion of the present borrower to the commercant, and his subjection to 
the commercial law and Courts, or they have attcmpteil to provide 
agricultural credit, which deals with jietty transactions over the face 
of a whole country, by means of central institutions which could not 
po.ssibIy touch the difficulties. Hence the actual result is, that in 
France, where it is extremely difficult to alter the law, altogether apart 
from the practical difficulties in the way of chattel credit, the Credit 
Agrioole IS, still, a matter of discussion, and the peasant is actually 
without agricultural credit, except in so far as the u*aal money-lender 
will grant it ; whereas in Germany certain practical minds borrowing 
the principles of association, unlimited liability and Icmal effort from 
the liandschaftcn of their own country and the Banks of Scotland, 
have founded the popular banks and credit institutions, which, though 
uot yet fully develojied, have, so far as they have gone, solved the 
problem of credit to the petty proprietor, artisan or tradesman, aud 
while so doing have fostered and are fostering precisely those habits 
of thrift, temperance, pnaleuce, punctuality, public spirit, enterprise 
and combination, which are the substructure of all iJcnnaiient and 
substantial progress, France has discussed legal improvements and 
central uistitutions, the idea of the latter being based on tJie success 
of the Ciedit Foncier, and being ec^ually consonant with the 






centralizing ideas and metlnxls which find favour in that eouiitry ; 
such institutions have neitiier succeeded nor survived. On the other 
band, the Germans put all legal questions aside and set t4> work to 
develop lf>cal societies for mutual assistance and credit, whieli draw 
their funds from outside by virtue of unliinitcd liability (solidarity), 
safeguaixl all internal transactions by the local knowledge available 
to them as a local association or brotherhood^ and have eventually 
supplied by development, the links beiwemi themselves united in 
groujis, and between themselves and central societies whicli grew up 
to supply a felt want. Not oiilj" did they not trouble tlie Legislature 
to alter the substantive law of tiie country, but tliey themselves were, 
for many years, to some extent outside the law, as being socicitos not 
recognized as moral and commercial entities ; they hrwl no locm slandi 
in the Courts and survived at first solely by virtue of their own 
meritorious management. The general result is that udille in France 
there is—speaking generally—not a popular bank nor a society for 
agricultural crc^lit, there are in Germany popular banks ‘and credit 
institutions by the thousand, di‘aling in rural credit by tens of millions 
sterling and developing each year not merely in numbers, but in 
imfx>rtance and in bcneficvmt inlluenec, while their example has been 
copied in all otk.er continental countries, and a beginning has, since 
1889, been made in France also. 

Popular Banks. 

Under this head will Ije described those classes of credit institutions 
which are devoted solely neither to Ileal Oedit, nor to the Credit 
Agricole ; but which deal simply with creilit such as they are able to 
supply. It is not intended to discuss ordinary banks, but only those 
particular classes of banking or credit instilutioiis, which have sprung 
up to inett the wants of the poorer classes, whether urban or lural, 
and which seem to offer a solution of the credit (|uestion in its 
economic, social, aud moral as])ects. Such are principally the 
eo-opt'nitive credit institutions known geuerally as ^ Popular banks ’ in 
Germany, Austria, Hungary, Italy and Russia, the mutual ci’edit 
institutions of Raiffeisen and Wollemborg in Germany and Italy 
res|>cctively, certain other Co-operative banks, a few Commercial 
banks, and the Central banks for linking Popular banks, &c., and 
supplying them with funds. The fir.<t two classes arc by lar the 
most imjiK>rtant and suggestive for Indian needs. 
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It is to tlicse banks that attention is particularly directed, for it is 
on llicin chielly that the hope rests of popularizing an organized 
system of creniit. It is these banks wliich, as the Popular banks of 
SciiiTLZF-DELiTZsch ill Germany and Austria, and of Luzzatti in Italy, 
are giving credit to the amount of at least £*25(l,000,0()0 sterling to 
small trades people, artisans ami agriculturists; which, as tlie rural 
loan societies of llMFi-’ErsEN in Germany and W ollrmuoko in Italy are 
extending credit to, and greatly developing the eharactiTof, the purely 


rural classes ; which in the form of the *2^300 so-called Building 
Societies—really Co-opemtive or mutual banks—in England have about. 
()0(),000 members and supply immense crc\lit on real security ; which 
in America, in several thousand similar Co-operative banks, are said 
to be a financial factor of increasing magnitude, likely soon to 


over])ass the Savings bank^^ and to form tlie chief means of granting 
small loans on Real credit. It is these which supply not mendy 
civdit hut credit to the very smallest f<dk. They not merely supply 
popular creilit, hut they have democratized credit; their crwlit is not 
merely not that dangerous form of easy credit which often ruins, but 
is strongly educative. It not only does not demoralize or enslave, 
but directly and indirectly stimulates thrift, foresight, order, busim*s.s 
raeth(xls, ieniiKjrance and morality, industrial improvements, hal.its of 
mutual association and self-help. 

These banks have not merely popularized but dem<XTatizc‘il credit, 
wliich proceeds from the people to ilie people by the people. Finally, 
it is tins form which has found a Ixgiiming in the hundred and odd 
Alutual Funds (Nidhis) of tlie Madras presidency, a form of society, 
vdiich, originating probably iu the indigenous Chit association, has 
developed by the adoption of the English Building Society rules and 
priiieiplei^. 

It will 1)0 seen from the mere names of the above classes of 
institutions, that one central idea is common to all, viz., that of 
co-oj^eration or association. That principle is, of course, at the base 
of most modern banking societies. The Joint Stock bank is the 
leading feature of recent banking enterprise, and is the latest 
dovelofiment from the rudimentary sy.^^tem of the private money-lender 
working with his own funds, who Ruhsetpiently dcveIo|>ed into the 
liartnership banks which still share largely in this business, esjxcially 
in country places. But there are tw'o radically different forms of 
association, the one is the association of lenders or capitalists whether 



small or large, nutnerous or few, who bring their funds together in 
order to earn tlio largest possible profits upon them. The j)riniary 
aim of this form of association is xafge and safe dividends, any other 
object being secondary. But the other form is that of the association 
of boiTowei’s ; althougli in the l)est types of this form capital is 
snbs<nihed by every member, the object of tlie society is jxrofit not 
through dividends on tlie ca])ital, but through i>ersonul use of the 
subscribed capital and other capital thereby attraeted ; it'^is the prolit 
of the members not as lenders but as borrowers that is sought, and 
dividends therefore are not only not the object of the society but are 
opposed to its aims, since high dividends mean unnecessarily high 
interest on the loans. Many societies, therefore, rule out all dividends, 
devoting all surplus profits, after the reserve is supplied, to the 
reduction of inten;st, or to works of public utility ; in others a limited 
dividend of (say) 5 percent, is allowed, e8[>ecially on foundation capital ; 
dividends are expressly recognized as temptations to forget the primary 
object of the societies. Hence, it will be seen tliat in the first form 
(lenders) the intoresis of borrowci*s and shareholders are opposed, the 
former requiriijg low interest, the latter high divideucls ; in the latter 
form (l)orrowers) the interests are identical, since shareholders arc 
borrowers and require Ipw interest first. The two classes of institution 
may almost be defined respectively as associations of money and 
associations of men. 

This distinction of interests, radical in itself, is not liowever the 
only one, perhaps not the most important. It is almost universally 
the case that joint stock companies are forinexl on the large scale, 
establish themselves in a large town, and work fronm that centre 
outwards, except jHxrliaps in America where the peculiar institutions 
known as National l»anks establish themselves in every small town as 
indo])cndent institutions, or in Switzerland, where the country is in 
miniature, and (lovernmcnts exist for are.'vs with the ]>opidation 
of a very small taluk, and where in consequence small banks start 
up in every village. But in all other countries joint-stock companies 
for creilit })ar]>osos take their rise aud fimt establish themselves in 
considerable towns, one chief result of which is a large addition to 
urban )>usiaes>, whether mortgage or personal, but equally commercial 
and industrial, and, finding sufficient employment for capital these 
do not exploit the rural tracts. Hence it results that, exce]>t in 
England where the rural clientele are largely farmers of— to Indian 
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ideas—considerable capital, or eounti'y gentry, tlie countryman 


.,Sl 

is left 


without baulsing facilities. 

Again, even if such banks grant credit to the peasantry’, they are 
lacking to a great extent in the educational and even guardian power 
which the country banks should ix)6sess. It is the English country 
bank, not tbe great joint-stock associations witii numerous branches, 
which have so long developed and assistcMl the English tenant 
farmer. 


lienee iu the history of rui-al credit it is noticeable that no banks 
have readied the pca.sants proper—Switzerland and jxjrbaps Scotland 
oxcopte<l—unless tliey’ were small local imstituLions, usually 
co-oiK'rativo or mutual ; even the Savings banks, when they d'.'al in 
credit, have only partly fulfilled this role unless they were also 
associations of the above character, or deveIof>ed them by their side 
as branches or offshoots. Indeed, except in Scotland, there was up 
to 1850 practically no banking credit at all for jicasants, and it is 
solely owing to the genius of German jdiilanthropists who were also 
business men, that such credit is now available in Europe, and combines 


with credit, an education in many of the finer social and economic 
faculties. 

It is then under the form of eo-opemtivc credit and not of joint 
stock companies, of associations of borrowers, not of societies of 
capitalists, that rui*al credit is genemlly foiyid in EiirojK;. 

These banks are now numbered by 4io thousand ; with their 
aid jonnieymen become masters, labourei-s become owners ; hopeless 
debt is banished and the usurer dnven out ; agriculture and industry 
devclo|>ed, and the villages in the [loorcst tracts become prosiieroiis; 
tlic illiterate man turns tow'ards education and the drunkard i.s 
reclaimed ; the middleman is eliminated ; the peasant get.^ full value 
for his produce, and pays his rent wdth ease ; village life is stimulated 
by associated action and by the business education of the bank ; 
punctuality, thrift and mutual confidence am taught ; litigation 
decreases and morality’’ improves ; self-hel])and not that of Government 
or of ]>hilanthroiiist« is the maiu-sjuiug of action ; iictivity takes the 
place of stagnation and routine ; as.sociated action replaces (Ji.strust. 
This is time, not of a few isolated villages, hut in thousands of eases. 
There are several tlionsantl Co-operative banks in Germany aloi^, a 
vast number iu Austria-Hungary, and ab^>ut 900 in Italy ; the 
business done is enormous and in sums extending downw^ard to bills 
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of less tharii ten shillings, while it is on record that these societies 
form everywhere centres of economic and even of moral })rogrcss. 
Tliese are so!)cr facts and not coloured pictures of the imagination. 
These banks are not all of one type ; in Germany there are the 
ScmJi//K-DELiT/scii and Raiffeisen societies with their offshoots; Italy 
has developed a type of its own, and Austria-Hungary vvliile imitating 
tliose of Germany, has not made unlimited liability a necessary 
principle. They apjiear to he capable of assuming various forms 
according to i<liosyncrasies of tlie several countries ; only in all there 
must bo the common foundation j>rinciples of thrift and honesty. 
They are of great simplicity and are started and managed by the 
people of small villages. There are no losses when the directors keep 
the fundamental rules of the society, and avoid speculation or doubtful 
loans for the sake of extending business or obtaining high interest, 
for they develop an amount of devotion on the part of their members 
which prevents them from allowing the banks or their fellow members 
to lose by their default ; the clientele is of the lower middle and lower 
classes l)oth urban and rural, tens of thousands of members possessing 
absolutely no property except their honesty, j»rudence and capacjity for 
work. 

ScHULZE-DELITZSCU LoAN SOCIETIES. 

llUtorff — IIeru ScHi'L'/iE Delitzscu wa.8 a Village Magistrate who, 
having studied the wording cla.sscs of the towns and rural tracts, was 
called to the Prussian National Assembly in 1818. Subseijiiently 
troubled by i)ariy intrigues he resigned Government service and 
devoted himself with but slight pecuniary resources, to the elevation 
of those whom he saw oppressed not merely with want of wealth but 
with want of the power to )>erceive, to strive after and to att^iin better 
things, a higher social, menial and moral development. Bo it 
remembered that the work of ScncLZE Delitzscii was in its aim no 
les.s than in its results essentially educational in the highest sense of 
the word and not merely material. The country and the people wore 
habituated to live under Government wardship, and to look to the 
State for all improvements and for all deliverance from difficulties and 
misfortunes. Schulze Delitzsoh saw that it was e.ssential, if the 
nation was to become worthy of the name, hi turn the masses 
towards self-li-dp, and to accustom them to rely ou their own efiorts 
ami their own initiative to work out their national salvation. He 
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was the more comi>clled to this as the habit of loaning on the State 
for help in evciy difRoulty, of Warning it for cver}^ misfortune, the 
habit of submitting to State guidance, regulations and control in all 
tlie affairs of life, was receiving fresh development from the growing 
socialism of the State, which, iu the hands of xVIaiix, Lassalle &c., 
was assuming its modern form. Schulze Delitzscu eoneeivecl this to 
be a Kidically mischievous development, and he spent his life in comba¬ 
ting it, not by words only but chiefly by his marvellous skill in 
developing into solid fact the idea of co-oireration. He saw, |)erliaps 
lie was compelled to see, that powerful as is the pen, it is per se 
, wholly insufficient, even powerless, to act on the classes who form 
the mass of the nation, and whom it was his aim to develop. Hence, 
while incessant iu writing, lecturing, exhorting, it was in the creation 
of successful models by the power of his own individual influence and 
within his own immediate sphere, that he chiefly trusted. Neither 
did he attempt a vast agitation nor the institution of a grand society 
to drive all human ills out of the State ; ho was content to lay the 
foundation of a humble village edifice, which, like some Indian fane, 
should grow from within ouhvards till it became world famoiLS ; he 
bclievoi.1 in local growth and the deveIo 2 >meut of individual powers 
inherent in all men, pot in the importation of elaborah* machinery. 
He had no universal panacea with which, in half a dozen years, the 
nation was to be re-created, and poverty, the legacy of a series of 
generations, the offspring of centiirios of error and oppression, the 
result of social manners, customs and ignorance, the outcome in 
short of its history, was to bo straightway eliminated ; he aimed at 
jiracticjal education, and, if his efforts have been crowned wdth a 
marvellous and probably unlocked for success, it is but the giv^ater 
proof of his wisdom in seizing the true idea of progress suited to the 
conditions and needs of his country, viz., the development of the 
individual through association, so th.at the powerlessness, carelessness 
and ignorance of the isolated worker might give place to the prudence, 
the thoughtfulness, the credit, the strength and self-reliance, of 
banded and disciplined groups. Moreover it was not simple credit 
that he aimed at; credit without a pro])er knowledge of its use, he 
rightly held to be an error if not a fatal injury ; it was disciplined 
and safe-guarded credit, credit based on thrift and prudence and 
having directly a proiluctivc object. Nor was it credit only hut all 
the benefits of co-operation at which ho aimed. His first association 
40 



.1 


PROVISION OF BORUOWTNO FACTIITTES, 



1819 was a Friendly Society for relief in siclcness ; his second in 


the same year was an association of shoe-makers for buying raw 
material; in 1850 the first Loan society wa^ formed with ten 
mombei‘s> all artisans. The organization of credit was, however, 
a main object ; he saw that by the aid of a little capital, properly 
employed, the man of prudence and capacity could often raise 
himself a stage higher in the social scale, whereas under the reign 
of usury, borrowing was simply the beginning of ruin, or at best a 
means whereby the suq>lu9 profits of work wont to the non-worker. 
The want of credit may be imagined from the fact that 60 per cent, 
was common, while a w’orkman borrowing 50thalers (£7-10) for buying 
materia! might be cliarged 1 thaler a day for the loan, or 730 per cent, 
per annum. Hence his attempts to foim societies both for lending 
money and for buying raw material. That this usury was not a 
necessary rate, but the result of mere greed and monotX)Iy is shown 
by the fact that his petty associations, even at inception when rates 
were necessarily high, could lend with much profit at 10 to 14 
per cent., and speedily reduced their loans to 8 per cent. 

In 1849-50 SciruLZE Delttzsch began his famous work with the 
above three institutions, all within Delitzsch, a small town of 8,300 
people. He added to the above labours that of his j^en in tbe shape 
of small treatises or tracts, and, in 1854, he started at Leipzig a 
jxjriodical for a co-operativ« projmganda, which, in 1861, developed 
into the now flourishing weekly Journal of Co-operation. 

By this incessant individual energy of ScfiCLZE Delitzsch whose 
iietivity with pen, speech and action was unbounded, thirty mutual 
credit societies had been started by 1858, and by 1868 his efforts 
hod bt^en crowded with unexpected success, a success won by sheer 
energy and courage. Not only did his social and political adversaries 
attempt to crush his efforts, but the money-lenders and brokers from 
whom he was endeavouring to deliver the working classes united 
against him ; they prevented his access to news]:)apers, and thus 
drove him to establishing his own periodical and to the issue of 
pamphlets and leaflets. In the early days the police attempted to 
interfere on the ground that the societies were not legal or recognized 
by law ; this nearly fatal interference was successfully opposed. 
His societies in fact under the common law of Germany had no com¬ 
mercial status ;they could only sue and be sued as a society if the deed 
of constitution w^as signed by every member, and the result was that 
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tliey survived by sheer inherent force and by the extraoixlinary 
credit obtained by the principles of their foundation. The societies 
were not recognized as ^^eommerciar^ not entering into the category 
of those recognized by the commercial law. Hence, as mutual 
societies, they were merely on the footing of ordinary individuals, 
while if they had dealings of any sort with outsiders, they con¬ 
travened the law. The German law of 1868 first recognized t.hes<3 
societies of unlimited liability as legal entities on a commercial basis. 

Priucijjle^. —These banks start from the fact that capital is 
necessary to enable labourers and honest men to lift themselves Ingher 
I-v ank, to improve their methods and instruments of theii* work, to 
develop their estate, opportunities and capacity; the object 
of credit is the capital necessary for these pur])oses; loans for 
unproductive purj)Oses did not enter into his idea of * credit.’ Credit 
is, in fact, the |)ower of obtaining capital, and capital is wealth 
to be used productively. But he had also in view that self- 
help is the only true source of such credit, and that capital obtained 
by aid of philanthroj^y, charity, or even of the State except on a 
rigid business footing, is an injury; every act of benevolence 
accustoms men more and more to dependence on charity; every 
State intervention by way of favour renders men less self-reliant, more 
helpless in face of difficulty. He disclaimed all external intervention or 
interference, Ixjlieving that men associated on hie principles were 
sufficient for themselves, and he proved his theory by his success. Not 
only did the State not intervene on behalf of his work, but, after 
European fashion, it attempted to control it by }X)Iiee interference. 
Fortunately these attempts failed. Not only did the State not give 
privileges or freedom from taxation, but its laws did not recognize them 
as civil entities, until the law of 1868 was i)assed, until the 
societies had established tlieir position, they liad no legal status, and 
could not sue in Court or obtain recovery of their dues; their credit 
was bixsed on their own respectability and solidarity, since not being 
a lecognized entity they could not be sued except individually. Yet 
fhey succeeded and were an established success before the law recog¬ 
nized them. Schulze Delitzsch considered that the only province of 
the State was to remove obstacle, and he invoked its aid for this purposv! 
and not to obtain privileges which he steadily resisted. 

In fact the great principle which seems to underlie sucees.'i in 
the Credit associations of small folk is that of self-help; credit 
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cannot be Fuccessfully given to such folk by large institutions, and 
credit, which is the result of philanthropic or State effort, is apt to 
bo either abused or abortive; it is abused for it comes in the guise 
of charity, and is received as a mere surplus of the wealth of others 
which they can easily spam, with similar subsequent grants beside; 
it comes from a general and indeterminate fund, which is popularly 
supposed to bo inexliaustible. Similarly, when it is supplied by 
government it is not only supposed by the bori'ower to be 
from an inexhaustible source, so that no one will be harmed 
if it is not repaid, but it is necessarily surrounded by the 
lender with so many rules and formalities, that it cannot reach those 
whom it would benefit. Above all, such credit does not educate; 
it does not teach Uie borrower that all capital comes from saying; 
yet without this lesson credit is dangerous; credit is only safe when 
it brings with it the lesson that there is no royal road to wealtli; 
the mortgage of the unearned increment, the cheap loan from the 
philanthropist, the Government tahavi at charity rates, teach the 
ryot nothing, while tending to beget carelessness aixl improvidence; 
it is the painfully save^l surplus from laboriously won earnings that 
is the true educator. '' If he is to value a gift, he must be his own 
benefactor; if he is to deal scrupulously with* it he must be its 
guanlian’*— (Wolff). The only true secret of assisting the poor is 
to make them agents in bettering their own condition'^—(Archbusliop 
Sumner). 

As a rule, too, these banks are local, and a marked feature if not 
a iwinciple, of their establishment is the limitation of their area of 
oi)eration. The Schuke DcHtzseh banks (1« not indecxl recognize 
any limit, but in pnietice it seems that each bank operates in a small ^ 
area ; in the liaiffoison banks this is an absolute rule. Hence there 
ari=;es that local knowdedge by the bank of its m(‘inbers, by the membei-s 
of the bank and of one another, which seem essential to success in 
bringing credit to small agricultural folk. A further principle is that of 
association with unlimited liability-a principle which gives the 
maximum of credit i>ossihle in the absence of material pledge- 
coin i>els the admission only of the more prudent and thrifty, binds 
the members together in a spirit of fmtemity, and at the same time 
ensures that loans will only be. ailvaneed and siient for productive or 
useful purposes. The result of this solidarity of members known 
to be ^mma facie prudent and laborious, coupled with the material 




pliovrstON OF borhowIng facilities. 


317 



results of their thrift in the shape of share capital and reserve^ is not 
only mi abundant credit as shown by the deposits, which average 
about three times the share capital and reserve, but a large freedom 
both from losses or from serious failure. Losses in general have been 
trilling, and such as are incidental to all credit operations, while the 
general annual profits have been good; but it is doubtful if this 
solidarity is essential to success. In Austria it is not compulsory, 
and only half the societies liave adopted it } in Italy, where the 
success approaches that of Germany, it is practically unknown in the 
Popular banks; the new German law of 18S9 cancels the former 
j)ostulate of unlimited liability for co-operative societies, and grants an 
option between three different methods. 

Methods ,—The method is that of an association, each member 
subscribing a share, and thus realizing a share capital to servo both 
as guarantee and as a lending fund, as well as to enforce thrift; 
the association is one of unlimited liability, by the guarantee oJ 
which anil of its shares, outside capital is attracted, which is lent 
out on short-term loans to members only. The profits luv credited 
to the share capital, after allotting a certain amount to a reserve, 
and to the payment of the directors and staff. Mernbei's can withdraw 
at pleasure, but can enter only after scrutiny by the society. No 
local limits arc proscribed, but the office is usually placed in a town 
or large village. 

Formation of a Society. —Soa'en persons at least must unite to 
form a society; these must draw up the statutes (Articles of 
Association), the general subjects of which are laid down in the law. 
A Ixrard of directors and a committee of suj>ervision must also be 
elected by the general body. The statutes, with the names 
of the directors, must thou be registered in full in a register of 
societies kept in that Court of the district which keeps the cominennal 
register. The statutes are examined and certified by the Couit/, 
which also publishes an absti'act of tliem. Only ar'ter the above 
registration docs the society acquire a legal existence, and it is then 
considered as a commercialor trading pei-sonality, subject to the 
provisions and with the rights granted by the Code of Commerce. 

Clientele ,—Any one may be a member, who can prove that ho 
is worthy of being such; candidates miist show that they are 
prepared to join in the principles of self-hel]) and thrift; .idmis- 
sion is granted only after enquiry into the character and 
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circumstances of the CaucUclate by the directors or commitU)o of 
supervision. As candidates are generally from the same village, 
petty town or neighbourhood, this is easy enough. Every member 
must sign a declaration of adhesion to the conditions of the society. 
The classes aimed at as clientele are those who having no 
material capital^ save perhaps some tools, yet possess a moral capital 
in their honesty, industry and skill; those particularly in view were 
the urban artisans, and small traders and agriculturists were not 
specially provided for; but nearly oue-tliird of the members are 
agrieulturists. * 

The Banh in relation to Agriculture ,— Schulze Dklxtzsch started 
kis banks chiefly for artisans, tradesmen and such like, and without 
special reference to agriculture: nevertlicless they have done a good 
deal for the agriculturists. He recognize^l that agriculture retiuires 
loans of considerable dumtion, while his own banks were restricted to 
tlireo months ^ loans, though with possible prolongations, and he 
carefully «listingaished between the needs which should be satisiiedby 
Real credit, and those for which personal credit would sulRce. His 
own formula was that''the term of loan should be in harmony with 
the reproduction of the capital lent ; hence, for all purposes for which 
threi^ or six months would not suffice, e.g,, land-improvements, 
purciiase of stock, &c., in which the capital is more or less fixed and 
is reproduced only by instalments, he considered that Heal credit was 
necessary, such iis the Landsohaften provide, viz., long-term loans 
repayable by moderate annuities, and financed by the issue of 
mortgage debentures to an amount corresjwndiiig in the 
uggregatxj to the mass of mortgages held by the bank. He 
consequently desired and proposed (1867) a law which should give 
—without special privilege—to any institution which should provide 
proper guai*aritees and fulfil certain conditions, the right to issuu 
** Pfandbriefe ” (debentures), subject, howev er, to the control of the 
Stjite; these institutions should rather be Co-operative associations than 
Joint-Stock lianks, the associations consisting of the land proprietors of 
any given area. For all short term neeils, personal ” credit as gmnted 
by bis Popular banks would suffice. His projected law was, liowever, 
not taken into consideration, and long-term credit of the Landschaften 
type is still a desideratum for the ordinary German peasant; long¬ 
term loans up to ten and even twenty years being, however, to a small 
extent gi’anted by the Raiffeisen societies. * * * 
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De/ecis.-—TheBO are (1) the shortness of tlie loan term, which 
renders societies less useful to agriculturists; (2) indcfiniteness of 
area hsading to a loss of the co-operative bond such as is felt when tho 
area is limited, and to a difiiculty iu obtaining infonnation as to tl>e 
borrowers and sureties; (3) the entire absence of control over the use 
to which the loan is put, whereby the soeietios lose a principal 
safeguard toi the value of their money, and miss some of the great 
functions of co-operative credit, viz., the education of the borrower 
and the development of production; it is even said that petty usurer.? 
obtain loans to no small extent and lend out the proceeds in (heir 
own business; (1-) the pursuit of dividends, which though tending 
to dev^elop thrift, tend at least as much to injure the borrower, and to 
divert societies into dangerous paths of business. 


Kaiffeisen Cheuit Unions. 

The Raiffeisen societies are due, as in the ease of their rivals, to 
tho philanthropy, prescience, courage, perseverance and skill of one 
man, Raiffeisen, a man of slight estate, a burgomaster or village 
mayor, of very poor health, with no particular property, but of 
unbounded energy. He has been called the Scjuu-ze Delitz-sch of 
rural Germany, for he has done for agriculture,—though as yet on a 
much smaller scale owing to the inherent difBculties of the cast— 
what his contemporary did for the towns. Struck by tho misery, 
isolation and want of capital among the peasantry, by the shame¬ 
less and fearful usury of the private money-lendeiH, by the absence 
of association and public spirit in the cnitivatiug classes, and by 
their need for elevation not merely iu the material but on the moral 
side, he set himself alone and unaided, to develop a scheme for supply¬ 
ing the needs ho saw. Like Sciri'r.zE Deutzsch, talking and writin-^ 
were with him merely subsidiary to action, and that action was hri 
own, and not another’s ; he asked for no aid but that of his own will, 

. his belief in his cause and his confidence in the dormant capacities of 
the pasaut j he formulated no great scheme, nor called on others or 
Government to do so, but began work in his own village, with the 
inspiration of his own ideas and of tho needs around him. He had 
no ideal ^nfoiiraffe for his work ; on the contrary, the country round 
Flammersfeld is represented as very p^ior, the men of scanty means. 
Ignorant, very superstitious and overwhelmed by debt, and his first 
attempt at co-operative effort was on tho occasion of a great famine 
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hicli dceimatod tho pcoplc^^; on that occasion, ^^the usury mis 
frightful and brea<l and potatoes—the ordinary food of the i)easant’y,— 
were not to be liad.” personal effort he united some of the better 
class in a ‘Co-opoi-ative society/ which imixjrted {^rain direct, ground, 
baked and distributed it and brought down local prices by 50 per 
cent. ; he also obtained i)otatoes both for food, and as seed when 
spring arrived. This was in 1848. In 1849, he started an association 
of the better classes, who contributed funds with which cattle wore 
bought by the association, and resold to the onliiiary peasants who 
repaid the amount wdth interest in five years by easy instalments j 
this was to obviate the ' Thnre snr le ietaily* one of the worst forms 
of usury found in Europe, the cattle dealer often exercising the right 
of taking bael: his cattle—which remain his till the value is fully 
paid up—if a single instalment of the heavy price is in aiTeai*s, and 
no return is made of prior instalments : subsequently this took the 
form of an ordinary loan society, the money and not the cattle, being 
nu^de over to the i>easant, who therewith bought cattle outright for 
Wish. In 1854 Raiffeisen founde<l a society not only for gmnting 
credit, but for educating orphans, for supplying labour to men out 
of work, for buying cattle and for erecting a library. This w^as 
unmanageable and was wound up in 1864, and in that year, the 
first regular loan society, under the rules, which, in the main, govern 
those Credit Unions, was founded at Heddesdorf, a village of tlie 
Ncuweid Union, of wdiich Raiffeisen was the burgomaster. It is 
only from 18G4, therefore that these societies took their origin. Till 
1868 it stood alone, 5 were then newly started and 22 in 186{). 


I'ntil, 1879 progress was slow, but from that time the increase has 
been very rapid. * * * 

Before proceeding to further details, it should be mentioned that 
IIaipfexsen, to whom this organization of rural credit was solely due, 
was forced by ill-health to retire from public service aliout 1800. 
Though sick and nearly blind, he tlien devoted the remainder of his 
life to this work, dying in 1888 after his societies formed an establish¬ 
ed and successful system. Curiously enough, his work, though in 
Germany, has been attacked by business men and others, on account 
of the Christian and philanthropic tone which pervaded his writings 
and his works, as though a system, admittedly successful from a 
business and economic ix)int of view, wore the worse, nay oven 
obioctionablo, for having as motives of action, principles based 
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otherwise than on the desire forg^iin. Had the societiefi been based aad 
worked on a charity foundation, the objections mig^ht have been 
understood, but they are not only business associations, but business 
successes, and are not 0 |>en to the reproach of being benevolent 
institutions, they are real as.^^ociations of self-help and self-education 
of the highest character. 

T/ie Conditions ,—It is worth while to note carefully the conditions 
under which Kaiffeisbn began his work, and the conditions of the 
problem ; it is too common in thinking of Europe, to think of its 
general civilization, its wealth, culture and education, and to apply 
these vague notions to minimize the difficulties of the Europan 
problem, and to exaggerate those of India. The peasantry of Euroi:>c 
are not the cultured clavsses, who give the tone and name to European 
civilization and progress; they are often but barely instructed, while 
tluur prejudices, conservatism and narrowness of idea are proverbial; 
they are not wealthy but excessively poor ; are much in debt and 
ravaged by usury to a degree, of which this presidency (Madras) as a 
whole, knows comparatively little ; what can bi» exi>ected of them when 
the vast hulk own less than 7 acres }>er family, and a large proportion 
much loss tlian that ; vast areas of Euroi>e are bleak and infertile, 
repaying labour with hut a bare livelihood often of the meanest kind, 
so that the small peasants obtain a poor subsistence even in good years, 
while droughts and floods, hail, frost, blights, and cattle disease are 
common fataliti(?8. Moreover, Raiffeiskn began his work more than 
forty years ago and Europe was not then even as now; the jxjasant 
had long suffered from other evils, such as from the want of communi¬ 
cations and of griod markets, from general ignoiuiice, from most 
conservative ideas and pmctices, from the iv)orest methods of farming, 
from feudal disabilities ami customs, which the laws of the earlier 
part of the century had so partially relieved that a fresh set of laws 
was necessary, ending in 1850, to relieve them. Hence, it must not 
be imagined that the task of starting credit societies or niral banks 
among the peasantry was one whit easier in Europe than in the 
Madras Presidency; on the contrary, so hard was it that it took 
nearly twenty years to establish more than the first such liank, while 
the w'hole of France, the bulk of Gcrraany, Austria and Italy, the 
whole of the Iberian ])eninsnla and the whole of Kiissia are still 
almost nnsiipplied, in fact, with rural hanks for the peasant, for even 
the 2,000 or so Raiffeisen societies wdu’eh have established themselves 
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wiwje 1868, when their real development began^ are but a trifle even 
in Prussia alone with its Ol'^OOO communes. 


Raitpeisen was tlie burgomaster of: a village— afterwards of a 
group of villages—in one of the poorest |xirts of Geinnany, the 
Westerwald; it had but a ^flbarren soil, scanty means of communication, 
bleak surroundings, indifferent markets/' Nature had proved a very 
step-mother to this inhospitable bit of territory, upon which the half- 
starved population —ill-clad, ill-housed, ill-fed, ill-brought u[) — by 
hard labour eked out barely enough to keej) body and soul bigether, 
with the support of the scanty produce of their little patches of ryv, 
buckwheat or potatoes, and the milk and flesh of some half-famished 
cattle, for the most part ruinously pledged to the Jews. ^^That 
reference indicates a i^eculiarly sore ix)int in the rural economy of 
Western and Southern Germany, which led Raiffeisen to become an 
economic reformer. In this country we have no idea of the pest of 
remorseless usury which has fastened like a vampire upon the rural 
population of those parts. Even the gombeenman cannot compare 
with those hardened blood-suckers. The ];)oor peasantry have long 
lain helpless in their grasp, suffering in mute despair the process of 
gradiuil extinction. My enquiries into the system of small holdings 
in those regions have brought me into personal contact with many of 
the most representative inhabitants—heads of agricultural dejvart- 
ments, judges, parsons, peasants. And from one and all— here, there, 
and everywhere—have I heard the self-same ever repeated bitter 
complaint, that the \nllages are being sucked absolutely dry by the 
'Jews’. Usury laws, }X)lice-regulations, warnings and monitions have 
all been tried as a remedy, and tried in vain.’’ (Wolff.) 

It was this miserable district “where every little w^retched 
cottage and tumble-down house was mortgaged aud most of the 
peasants' cattle belonged to the Jews," that was severely visited by 
the famine of 1816-47, and it w'as the misery of the i>eople that 
moved Raiffeisen to action. Such w^ere the conditions of the country 
aud of the i)eople, and no more unpromising field could have been 
selected. And the conditions of the problem were no less difficult, 
viz., to supply within^ confidence, courage, the spirit of thrift, of 
self-help and of mutual help through association to a jxjasantry so 
enfeebled, suspicions and dispirited, and to inspire without such 
confidence and creilit that, upon the guarantee of such a peasantrj^ 
external capital should be attracted in siifficient quantities to free the 
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jK^asants from debt and to supply them with funds for maintenance 
and production. This is the problem, such ai'e the conditions, which 
11 ajffkis/ 5N had before him, and, in his solution of it in its most 
unpromising form, he has solved the problem so successfully, that the 
system is now developing with immense rapidity, so that the end of 
next decade may easily see at least 5,000 rural banks of this class in 
full opciration. For India the solution of the problem i)resents an 
absorbing interest, for there are few, if any parts more difficult, to 
deal with, than the scene of RAIFFEISKN^s first success, while in this 
presidency (Madras) alone there are 10,000 villages far more suitable 
than Flaminersfeld. But the conditions of the country and of the 
peasantry do not exhaust the factors of the problem, there must be 
imported into it for its solution, the energy, skill and devotion of 
promotel's of the Raiffeisen stamp ; so difficult is the problem that it 
has nowhere been solved, save by such imported elements, and it is 
well to recognize this at the outest; given a Scihji.2:k DELi'rzscH or 
a Raiffeisen, and they will bring broad out of stones, credit out of 
jxivorty, isolation and ignorance; without them or some similar 
influence the problem remains insoluble. 

General Results ,—The increase in numbers has already been 
mentioned, and it should be noted that this enormous increase has 
practiciilly bc?en obtained since 1868 when the societies first began to 
develop.** Mr. Wolff considers that there are probably above 2,000 
including those that have seceiled on minor points only. As 1,780 
were entered in a report for 1889, and they are said to be increasing 
at the i*ate of at least one or two i>er diem, this seems a moderate 
estimate. 

The loans granted arc small; in 1887 in three societies faken at 
random, 200 loans wore gmiited for £3,094 or €15-10 each ; of the.so 
85 were IhjIow £5, and averaged about £2 ; 139 were below £25, and 
averaged £9-8; only 26 were above £25, and none was above £112-10. 
It is clear that these societies have the true {)easautry as their 
clientele. * * * 

Principles ,—There is little difference l>ctween the aims and objects 
of Schulze DELirzscir and Raiffeisen, and that which has Ijeen said 
above of the former applies e(pially well to the latter; they differ only 
in the less essential matters of method, and in the clientele which they 
had in view; the former founded popular credit for all classes, but 
especially for townsmen, tradesmen, artisans, &e., while the latter 
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had in view simply the peasantry and rural classes. As in the Schulze 
Delitzsch societies, so in the Raiffeisen Unions, the principles of 
action are those of self-help, association, solidarity, prudence, thrift 
and public spirit, to which, however, RAiKPfiisfiN tulded unselfishness, 
in that dividends are forbidden; all profits, less fixed interest on the 
very small shares—introduced only in obedience to the law—go to a 
common fund to bo used for purposes of general utility, and not for 
private gain. Raiffesikn, like Schulze DKLmscH, demainW no 
privileges for his societies, but was content to base their success on 
honest, energetic and prudent action. In tlie words of S. Wollemboilo, 
who, in Italy has founded similar institutions, he believed that, ‘^vhen 
a whole class—the i^easantry—is in danger, when the need is geneiul 
and abiding, no kind of mom assist^ance, wliether from the State or from 
individuals, is of any avail; rather is it mischievous, for it not merely 
leads men to count habitually on such succour, a succour which miust 
fail at last, and render more acute the consequent distress, but it 
gradually stifles the feeling of self-reliniice and personal responsibility.’’ 

Whether he was right in rejecting or in not seeking teinjwrary 
aid for nascent institutions, is arguable; success may have l>een 
delayed by the great difficulties of the start; on the other hand, when 
achieved it was undeniably duo not to external aid but to intrinsic 
merit. In actual fact, two or three advauces have been made fiv-m 
the State apparently as encouragement or {)remia and as aids to audit. 

A great deal has been made of the differences between these and 
the Schulze Delitzsch societies; but on analysis both seem to have 
similar aims; thrift and the [iromotion of general well-being is the 
common aim of both; but while Schulze Drutzsch places thrift and 
saving prominently forwarf as the chief factor of cre<lit and of progress, 
Raiffeisen', while anxiously promoting thrift, desired to guide the 
}X3a8antry towards unselfishuoss and public spirit mther than to 
individual profit. Schulze Delitzsch cncoui*age<l thrift and attracted 
capital by giving dividends as large as possible, so that there is a 
tendency to opposition between borrowing and non-borrowing members, 
and possibly to unsafe extensions of credit and enterprise. R aiffeisen 
allows no dividends, but only market interest on de|)Osits, and all 
further profits go to a reserve; there is but small share capital which 
is intond<3d (1) for the ordinary purposes of a reserve, (2) for pur|X)ses 
of public utility. Exaggerated views prevent the imrtizans of either 
side from doing justice to the other; both are doing a gieat work, 
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and wliile the Scliulze Delitzsch banks are far ahea^l in numbers and 
operations, the Raiffeisen societies deal with problems of far greater 
difliciilty, viz,^ the advancing of small loans for lung tenxis to ra^n 
who, though they possess some ])roperty, obtain their profits only 
in small instalments, and after considerable delays, and with a certain 
amount of precariousness and uncertainty ; the men themselves more- 
over, are more difficult to deal with than the comj)arative]y businesslike 
artisan and tradesman class. Hence a considerable divergence in 
methods as well jis difference in results. 

The principle of solidarity is common and essential to lx»th : in the 
one it is simply a means of obtaining credit, in the other it is not only 
that, but a bond of brotherhood. 

General Features ,—The chief features are (1) that the society 
is absolutely local, the limits of a commune (village) being strictly 
maintained as the limits of membership and of ojxjration, (:i) that the 
a»Jininistration is equally local, members alone being eligible for 
appointment, and is absolutely gratuitous, (8) that there is but small 
share capital, all funds being borrowed on the guarani/cc of solidarity 
and eventually of the reserve, ( t) that there are, therefore, no dividends 
to pay, and all profits go to the reserve, (5) that only membci's, who 
must be residents of the comraiiue, can get loans, (fi) that loans may 
be of long term, extending to ten or even twenty ^ears, and (7) that, :is 
far as possible, all funds are the result of local thrift. 

Local Character,—K Raiffeisen bank is simply a village society 
of agriculturists, lal>ourers, and shopkee|>ors unibxl for common 
interestib ; at first a few of the better class unite; these by example 
and preeept, draw in others. The lirst steps are hard, but onct? fairly 
stai-ted, there is little difficulty, as the a<lvantagcs arc manifest to all. 
It is considered that the village should have not less than 100, nor 
more than 2,000, inhabitants; sovei*al small villages may unite if too 
small for a separate society. This principle of restricted area is 
deemed essential : the bank is thus at the liorrower’s doors. It can 
be administered gratuitously and by the most trusted men of the 
community; it has a perfect knowledge of the candidates, and can 
reject all unworthy of the honour who would bo likely to discredit the 
the seciety ; it tends, therefore, directly, by reason of the advantages 
of membership, to encourage or to incite men to industry, thrift and 
sobriety; as a priest of the Rhenish provinces once said : ' The bank 
has done more in iny jiarish for moiality than all my sermons” ; it 
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has a })(?rfeet co^nizauco of the solvency and status of would-be 
lK)rrower8, and it can and does examine tlie purpose of every loan and 
enforce its due employment, for in a villaj^e all is open to the eyes and 
Cal’S of all; it establishes amon^ the memboi*s the bonds of eoiifi’aternity 
and tends to substitute association for suspicion, healthy and active 
comniunal, yet personally free, action for individual isolation and 
inertia; it forms a centre of local proj^iess and reform. All are 
admissible, even the poorest, who satisfy the administration that they 
are worthy of membership, and, as will be seen in Italy, the mere 
possibility of joining a society has reclaimed men from drunkenness 
and extravagance, and has given them an impetus to sobriety, 
industry and even to educjition in its ordinary sense. 

Ohjects of a Society ,—These are well expressed in section 2 of 
the model Articles :— 

''The object of the society is to improve the situation of its 
mein tiers both malerialiy and morallt/, to take the necessary steps 
for the same, to obtain through tlie common guarantee the 
necessary ea|.>it{xl for granting loans to members for the 
development of their business and their household, and to bring 
idle capital into productive use, for which purix)se a Savings 
bank will attached to the society. 

‘'The Society will also have in view the objects mentioned 
in clauses 2 to 6 of Article I of the Law for Co-oporative 
Societies of Ist May 1889.*^ 

The objects mentioned in the last sentence are— 

(1) The supply of raw matorials {e,g,, manures, wool, coal &c.). 

(2) The sale in common of the products of agriculture and 

industry. 

(8) Co-ojxjrative production and sale. 

(1) The purchasi?, wholesale, of food-stufFs and ogiieultural 
necessities and their retail sale to members. 

(5) The acqnisitiou of implements or machines necessary for 
agriculture and industry and their use iu common. 

These objects cover a wide field, and, if carried out, would 
dcveloji agriculture beyond belief ; it is claimed that these societies 
are actually developing in the direction here indicated, as will be 
seen below. 

It sliould 1)6 noticed that in fulfilling the object of improving 
production, a prime necessity was that of "freeing the inembei*s 
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precisely tliis; the usurer has been ousted, aud the people set free 
to develop their farms or industries. No previous liquidation was 
asked for or needed ; the member was a neighbour, bis character 
w.os known, the use to which ho intended to put the loan and his 
power of repaying it was examined, the money was advanced and 
the tiling was done. 

The following ])aragraphs are taken partly from (he iV[o<lel 
Articles of Association, partly from other sources : Articles, of 
course, differ in various societies, but are generally similar to those 
mentioned. 

Mamiers.—Xn adults of either sex, in full possession of their 
civil rights, may become m.smljers ; admission is sanctioned by the 
directors, with an appeal to the commitbic of supervision in ease of 
rejection. A meniber may withdraw or bo dismissed ^ the statutes 
detail the circumstances in each case. It may bo noted that 
dismissal is necessitated by the removal of the member to a 
village outside the society’s sphere of operations, or if he joins 
another society of unliniite<l liability, in which ease, of course, the 
original society rniglitlose its lien over the member’s prop<!rty. 

Members have the right of voting, at the general meetings if 
present in jieraon ; females have no right to take part in such 
meetings, but may vote by pro.xy. Every member is entitled to 
ask for a loan. They are bound to answer in all their property lor 
the debts of the society, to pay up their sh.ares, to obey the rules, and 
to watch over the interests of the society in every way. 

Administration, —Naturally the best men of the village form the 
original members, and therefore the original adrninistmtion ; the 
burgomaster (village head), priest, school-tnastcr and bigger peiisents 
usually form the nucleus. The society has always a board of direclors, 
including the chairman ot* the association, a council of supervision, a 
general assembly, and an accountant. Regarding these organs Raiffeisen 
said ^the directors decide, the accountant executes, the committee 
of supervision oversees.'^^ The directors elected by the general 
assembly represent the society, aud liave the loanagement of 
affairs, including the admission and exclusion of members, the 
internal work of the ofllco, the enquiry into, and grant of 
applications for loans. For facilitating loans each director has 
a register, pei*sons in his immediate neighbourhood or hamlet 
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>ply to him for loans; on liis re[)<ort the directora consider the 
application, tlio object for which the loan is demanded, and the 
worth of the sureties and of the applicant. The president or his 
representative, or failing them, a member of the directorate 
specially elected by them, represents the society in its capacity of 
member of the Central society. The presi<leut has other duties, 
and is held specially accountable for the cash and the oorrectness 
of the books and balance sheet, and for carrying out the decisions 


of the <lirectors. 

The council of supervision has a general control; it is bound to 
see that the directors observe the rules, and tliat all resolutions are 
carrial out; it is required to make a quarterly examination of the 
assets and debts of the society, wlien the fjosilion of each loan, its 
then value, the use mtule of the loan, and tlie status and solvency of 
the debtors and their sureties arc examined afresh. Hence any 
deterioration of an estate, any misapplication of a loan, any 
degi-adation of a debtor or his surety, is at once known, and steps 
can tjc taken to safe-guard the society, since the members of the 
two councils reside in the villages which forms the sole focrt/e of the 
hank. It can, moreov(?r, e.xamine the hooks, ciush and securities at 
any time, suspend the directors or accountant, and call a general 
meeting. 

The general assembly is the source of all power and is a petty 
democracy. It decides the gonc'ral rate of interest to b:‘ deini'.ruled 
from borrowers, and is likely to keep this as low as jwssiblo, since 
all the memlxn-s are probable or possible borrowers, and since there 
are no dividends to pay to investors. On the other hand, it rerprires 
an influential directorate to guide the assembly, (•{)•) in so fixing 
interest that profits may aecumulate into a reserve a.s soon as ixrssihle, 
and thus improve the material guarantee for the VroiTowed capital. 
No difficulty is found in iiractice, as the original members, and 
therefore the original directorate, ai-e the most enlightened and 
inflnontiai men in the villa 4 ;e. Meetings must be held at ‘least 
twice a year, and as often otherwise as the committee or a tenth of 
the members rwinire. It is usual to require all members to attend on 
pain of a fine in the absence of a valid excuse ; this is intended 
to develop the personal interest of all members of every 
degree in the working of their society, ami is found very effective. 
The general meeting in these and other co-operative societies 
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usually decides matters which, in an orrlinary society, are dealt with 
by directors ; it is a small democracy with direct workin!; powera. 

All services rendered by the administration are absolutely 
giatuitous, only expenses out of pocket, if any, am payable to them ; 
the area and number of ojierations being small, and the accounts 
simple, there is but little trouble. The accountant is the only paid 
ofHcial and mtist not he a member of either committee ; security, 
personal or material, is roipired from him. He is generally the 
village school-miister, sometimes a fomst officer, freciuently a tax- 
collector, and the remuneration is small. In India the school-master, 
»jr mtmigar or kimiam would naturally hold the post. There is an 
economy about the German and Italian anungements very striking 
to an Indian observei’, who is aceustomwl to see every potty Indian 
association, village union, reading-room, &c., spend much of its 
scanty funds op establishment. 


The accounts are very simple, sometimes rouglt; but they are now 
regularly audited by inspectors sent round from the central office of 
the group to which each society respectively belong-s; these 
insptxjtors pay fiutjuent visits, jHiint out errors, explain the proper 
methods and forms of book-keeping, and act generally as auditors 
ab eHra. Thoir services are paid for not by each society, but by the 
central office of the group to which each society subscribes annually. 

It will be observed from the above that not only is the 
establishment of the s<iciotie8 dependent upon local devotion, but 
that, once started, they bring men togetlier in association and tend 


to develop in them a most nsefni and enlightened public spirit; 
they arc not merely centres of economic but of social and even 
of moral progress. Moreover, these societies do not spring tip 
from the inherent and active love of progress in the village j the 
I>easant.ry of Germany are not very different from other i)easantry ; 
it has been only by the unwearied and incessant devotion and energy 
of Raipprisen and his immediate disciples in this propaganda, that, 
after many years of effort and example, these societies have won 
their slow way to acceptance by the villagers. In some cases the 
suspicion of the villagers was overoome by tlie fact that their principal 
men lent money or placed considerable deposits in the nascent hank • 
this gave confidence, which, when once given, soon established itself 
and the position of the society. It is invariably a case of local 
energy, devotion and honesty. 
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Shares. —Under the law of 1868 it w^as not clear whether a 
share-capital was a necessity; it is now placed beyond doubt by the 
law of 1889, and consequently the Eaiffeisen societies which formerly 
rejected the share system, now require each member to subscribe a 
small share, which, however, only averaj^es and may be much 

lower. Round this question was the principal strife between Schulze 
Delitzsch and Raiffeisen; the fonncr, accustomed only to townsmen, 
who either had no property but only wa^es, or who, being in trade, 
were subject to unseen risks, and who operated in trade matters 
entirely out of sight and out of the control of tlie society, obliged bis 
associates to subscribe a considei-able share-capital as a proof of their 
thrift and sobriety, and as a material guarantv3e for their individual 
and corporate debts ; but the Raiffeisen societies, dealing solely with 
agriculturists and villagers, required no such security; each member 
possessed in his little farm, in his cattle and implements, &c., material 
guarantees far beyond those of any subscribed shares. Moreover, 
a peasant, even though he possesses property, has seldom any cash 
in hand, and his savings are necessarily and best invested not in a 
savings bank but in his fields or farm-yard ; finally, every act of a 
peasant, the state of his crops and stock, his personal possessions, the 
new dress he gives his wife, naj', every visit to the public house, 
is perfectly well known to every other villager. Por these reasons, 
Raiffeisen considered that a sliare-capital is not only useless, but 
mischievous ; useless for, as calculated, shares of even £3 only add 
to the guarantee provided by the solidarity of the members of his 
societies an additional guarantee of 5 or 6 per cent., since 
the aggregate actual property of each member in land, bouse, 
furniture, stock, &c., probably averages £50 in value ; mis- 
cltievous^ for it keeps money out of the land, members out of tlie 
society, and induces a habit of looking for dividends, while the 
necessity for giving dividends, jororetards (he accumulation of 
the reserve which is a pi*ime necessity. What a peasant wants is 
often not property but simply cash, he is not a pauper, but he requires 
floiiting capital ; and to demand a subscribed share, the value of 
which is to be permanently locked up, may be^ in view of his property, 
an unnecessary burden. Raiffeisen, in obeying the law, fixed, 
tlierefore, the shares at a very small amount, while cneoiiraging the 
peasant to place any spare cash in the Savings bank attached to the 
society, whence it could be withdi'awn at pleasure. 
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As there are, however, shares, tliere are now dividends or rather 
interest payable on them ; tlie i*ate is fixed annually by the committee 
of supervision, but must not exceed the rate of interest paid by the 
society on its boirovviugs ; the amount is credited to the shares until 
they are fully paid up. The geneiul meeting may determine that 
there shall bo no dividends. 

Shares cannot be transferred or pledged in any way while a 
member continues in the society; on quitting it ho is entitled to his 
share value. 

Reserve ,—This consists of the whole net profits after paying the 
iixed interest on deposits,_:|';&c., and the cost of administration. 
It belongs to the society ip its corporate capacity alone, and no 
individual lias any claim to any portion of it. Should it attain 
an amount larger than necessary, the general assembly can 
devote the surjdus to some object of public utility, such as 
special beds in hospitals, the improvement of the village, 
its water-supply, school, &e., or it can lower the late of 
interest and commission on its loans. Should the society be 
voluntarily wound up, the reserve, less any due debts, must be paid 
into the Imperial bank or placed in some recognized investment, 
there to accumulate at compound interest, till a new society, under 
similar rules, shall he established in the same village, when it is to be 
banded over to them as a nucleus. * * * 

In all cases the reserve is banked with the Central bank 
and cannot be usetd in tlie ordinary business of the society. 
Tlie reserves api^car to have been kept down by the low rate of 
interest and commission demanded from borrowers, who pay 
considerably less than the members of the Schulze Delitzsch 
banks. 

In spite of the weakness of the reserves, the societies have found 
no difficulty in borrowing, and all losses have hitherto been successfully 
met from the reserves. 

No entrance fees payable to the reserves are charged to memliers. 

Fu/ids .—These consist of the shares, the reserve and the bon*owed 
capital. The first source, as already stated, is insignificant in amount, 
the reserve cannot be used in ordinary business; it is on their borrowed 
capital that the societies work, thus fulfilling the chief function of 
banks, viz., the collection of small capitals and their distribution for 
productive use. 
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ies have not wanted for capital, except at the very 
beginning. At first Raiffeisen found funds only with very great 
di/Bculty and amongst the richer men who were friendly to the 
enterprise; his first society could find no friends till a particular 
capitalist came forward and lent about £300; gradually, however, as 
the security and regularity of the societies became known, money 
from the country side began to flow in as doi^sits, so that a Savings 
bank, open to all persons, and not raercl> to mcmbei’s of the society, 
is now the usual adjunct of a society, which diaws much or even all 
of its funds thence. It is found that the funds supplied by members 
of the association in this way are assuming a larger sliarc of the total 
funds borrowed, viz,^ about three-tentbs, and that these funds are 
lieing received in smaller and smaller instalments, showing that the 
small peasants have been reached, and that tlie hitherto inactive 
driblets of capital are flowing in to fertilize the very neighbourhood 
in which they took their rise ; these are assisted by the jieuny (10 
pfennig) savings system mentioned above. In some associations the 
deposits of members receive higher interest than those of outsiders, 
and a large number are actually financed solely from the pioceeds 
of this savings branch. The confidence of the jx^ople in the great 
security offered by the solidarity of the societies, most of whose 
members possess some material pro|)erty, is shown by the fact that 
in the great war of 1870-71 any amount of funds was offered to these 
societies without interest, ea[)ital seeking security only ; it was 
distinctly proved in the official commission of encpiiry in 1875 that 
the Raiffeisen societies, by the nature of their own organization, 
though then in their infancy, suffered in time of panic less than any 
other credit institution, the reason being that lenders were also largely 
members. 

In the infancy of the societies 5 per cent, and even more is paid 
as interest to iouders or depositors; gradually this is reduced,and most 
now pay 4i, 4 and 3i per cent. 

Loam . — These are for all terms, from a month to ten or even 
tw^enty years. Mortgages are not lefusod, but personal credit is the 
usual form, one or two sureties adding their signatures to that of the 
borrower. Cash credits are also granteil. Raiffeisen, like Schulze 
Delitzsch, believed in the efficacy of personal security; it brings 
together the members of a society, and siuoe a member will be very 
unwilling to cause loss to his immediate neighbours, especially those 






who have bocome security for bim^ it is one of the most cflicacious 
modes of securing repayment if not punctuality ; but he directed his 
societies to be very careful not to accept^ either as principal or snvely, 
an idler, a drunkard or a spendthrift, and since the societies are purely 
local, it is easy to aviod such persons ; hence there is not only great 
security to the society, but a direct inducement to the idle, extravagant 
or vicious to reform in order to become members of these nsoliil 
societies. This is no theoretical fancy, but the result of experience ; 
both in Germany and still more in Italy is the evidence abundant 
that these societies do reform these very classes ; that they proacli 
temjKM'ance and self-control more practically than sermons, is tiie 
evidence of priests themselves. 

Wlien a peasant desires a loan he applies either to the oflice or to 
the director living in his neighbourhood; enfpiiry is then made as tf)tho 
candidaU^’s solvency and his guarantees, and as to the use he intends 
to make of the money ; if this latter is approved of, the dates and 
instalments of repayment are settled, always in such a manner—and 
this is most imjiortant—that the periods and amounts llxed shall 
agree with the probable receipts of the borrower; the society prefers to 
increase the duration of a loan, and then to insist upon absolute 
punctuality—save in cases of iJisaster, Hood, hail or famine, &c.,— 
rather than to grant shorier tenns with probable inabilities and 
delays. In this way, not only can the society calculate on its 
returns, but the borrower knows his exact liabilities anil 
that—save for unusual misfortune—he is safe k> have means 
to meet them ; he is also eilueated in rigid j)unctuality and 
foresight. 

Short-tenn loans, those gi’anted up to one year with |X)ssib)e 
prolongations to two yeai’s, or even three, are repayable usually by 
instalments, as Raiffeisen considered this an imporiant principle. 
Long-term loans, of which those above ten years can only be granted 
by special arrangement, are always repaid by equal annuities, which 
include both interest and principal. It was considered advisable by 
Raiffeisen, and bis opinion is largely followed, that all short-term 
loans should be made payable at a particular time of the year, rer., 
that when the members have genemlly sold their crops ; this differs for 
various neighbourhoods between November and the end of December. 
This practice, however, seems cause a risk of leaving money 
unemployed for some months, unless there is competition for loans. 
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Instalments, or portioiis of iiisfcalrnents, are receivcxl at any lime iu 
atlvance, so as to remove the temptation to spend small sums. 

lb is an absolute inilo that the loan shall be for some useful and 
productive purpose ; this is, in fact, one of the chief securities for the 
rej)aymcut of the loan—a security entirely lost si^ht of by those who 
demand only material and existing securities. Wlien a loan* is used 
only for a productive purpose, including in this dclinition the payment 
of previously existing debts which enslave the peasant and absorb 
his crops, the lender has the best ot guarantees thac his loan will be 
rcjiaid ; the borrower is, in fact-, in a better position to repay the 
loan than he was when he borroweil it. To this end, not only must 
au a[)plicant state the object of his loan, but the truth of tlie sttxtemenl 
must be enrpiired into by the committee by its local member. If the 
loau Is approved of, it must bo used for the purpose stated, under penalty 
of immediate recovery. This is not merely for the protection of the 
interests of the society but of the member j it is desiied to ti^aeh 
members the due use of credit and to safeguard tbeir tme interests , 
control of the use of credit is the base of the society's action, and the 
abuse of this control is clieckod by the fact that it is the members 
thmnselves wlio control themselves and one another, and that the 
members are men of simihii position and needs. 

The dui'ation of loans is cbielly from one to ton years ; the 
societies being composed of actual agriculturists, recognize that three 
mouths arc seldom of any use in agriculture j e\en the SenuLZb 
DiiLi'rzcii banks, where tliey devote themselves to the needs of 
agricultuie, find that their short loans ro((uire numerous prolongations 
even up to two years; the same will be noticed in Italy also. In 245 
societies, it was found that of the total outstanding amounts lo pei 
cent, was granted for periods below one year, 43 per cent, for one to 
five years, 35 per cent, for five to ten years, and 7 per cent, for aliove 
ten years. Again in ten societies taken at random, 71 loans, or 1.1 

per cent., were for one year at most, 442, or 68-5 per cent., for one 

to five years, and 1H2, or 20*5 per cent., for five to ten years. 

It has been objected, especially by Schulze Delitzsch, that money 
cannot be lent on long terms (one to ten years) as by the Raiffeisen 
* societies without great risk of bankruptcy unless they can borrow on 
similar terms. As a matter of fact, the societies do not generally 
borrow on long terms, their funds ave cliielly savings or do|X)sits. 
8cuulze Dblitzscu and others proved conclusively that, by theory, this 






means bankruptcy, and that the societies could not succeed, but 
l»nuitice contradicts theory —e pur se muove. It is oiiiy necessary 
to point to the German Savings banks, with 55 per cent, 
of theii enormous deposits on rural and urban mortgages to 
disprove Sen ULZK Dei.itzsch’s theory; the savings banka exj^x^rienee 
of Austria, of Italy and of the United Stfites is equally conclusive. 
Tlie fact is that the good credit of the societies prevents any lack of 
lenders; it is said, indeed, tliat they have more money than 
they lend, probably owing to strictness in lending, that thf'se 
creditors are largely menihei*s, that their savings are left for a long 
time untouched; that, in fact, the banks find that they can place a 
very large proportion of theii funds in long-term investments; finally, 
that long-term loans are all repayable by instalments, so that the money 
is continually coming in. It is true that the societies have introduced 
a rule that repayment of loans of any term can bo demanded on four 
weeks^ notice, a facility which is also given to the creditors of the 
society, but this safeguard is not used in practice except in cases of 
deteriorations, or of misapplication of the loan, or of serious diminu¬ 
tion of the solvency of the borrower from his own extravagance. 

Cash credits are not extensively used, Raiffeisen being of opinion 
that they were unsuitable to the smaller class of peasants; they are 
opened chiefly for Die better class. Whether the loans are grantcfl on 
mortgage, pledge or personal security, the administration is bound io 
examine, every three months, the solvency of the parties, the condition 
of the property mortgaged and the use made of the loan; even the 
habits of the individuals are considered. If necessary, a further 
security is taken from him, or the whole debt may be lemanded in 
accordance with the terms of the bond. 

Tlie right of the society to demand repayment at any time on four 
weeks' notice is entered in goncM'al terms, hut is never prac'tiscd unless 
the property has deteriorated or tiie solvency of the parties seriously 
diminished, or the position of the society, by reason of demands, 
iin|)crative]y dcmiands this extreme measure. The advisability of this 
clause has been much debated. There can, however, be no doubt but 
that it is necessary where property is being allowed to deteriorate, 
or the borrower is evidently l>eeoming insolvent through extravagance, 
or where he has misapplied money lent for a particular purpose. In 
the first and third cases the rule is universal in land credit societies, 
and is especially neces&iry as a matter of contract where the law, as 
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in India, does not make the mortgagor responsible for deterioration of 
the propin-ty mortgaged. But the clause seems indefensible where the 
demand is necessitated by the position of the society; it is the duty of 
the society so to arrange its affairs a-s not to require at call loans 
which have been laid out perhaps in iiiiproveuients yielding slow 
profits; such a clause must produce a sense of uncertainty, 
and might be means of hamssing debtors disagreeable to the 
directorate. 

As pointed out alxA^e, the loans are usually small; some fall as low 
as 10 or ‘20 shillings, showing the class of peasants who are admitted 
as members. Tlie largest number of loans arc those falling between 
£.5 and £25, the average appears to be about £15, or less than half of 
the average of £38 in the Schulze Delitzcsch societies. 

The general rate of interest is 5 per cent., with a commission 
which raises it to 5^ or 6 per cent. It is usual now to take this 
commission in a single payment on the day the loan is granted ; it is 
iisnallv I per cent, of the hdal for a loan of one year; it aggregates 2 
|ier cent, for loans up to five years, and 3 per cent, for those between 
five and ten years. This commission pays the ex[)enses of adminis¬ 
tration. 

With all the care taken to fix the easiest instalments and dales of 
rei^iymerit, it is found that the unpunctuality of the peasants is a 
standing difficulty; they cannot, without vast trouble, he got to under¬ 
stand the absolute necessity of punctuality, and much tact is required 
to avoid, on the one band, a sudden severity which would deter them 
from becoming members and taking loans, and on the other, a lenity 
wlrich would soon ruin the society. An official Commission in i875 
commented on this fact, and found that the lenity of the administra¬ 
tion on this point encoumgod the peasants in their faults, x- * * 

On this point the Neuwied central dirooforate allege (1) that the 
loans were frequently granted imprudently by the Io<*al societies, 
chiefly from a false idea of benevolence or comi>5ission; (2) that bad 
harvests, especially in the nine districts (o.g., Cohlentz), caused much 
distress and necessary delay. 

It seems, however, also true that some local societies shrank from 
pressing their debtors, fearing to drive them again into the hands of 
tliensui-ers; they did not insist on punctuality and thereby strengthened 
the peasants in lia<l habits; also thot the debtors ha/1 the means of 
{xiyment, had they been pressed, and did eventually pay up. 
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b IS clear that these faults— undue leniency on the one hand and 
unpunctuality on the other —may easily wreck the best system. M. Le 
Barbier expressly alludes to that idea of peasants ^and others) that a 
society (or a Government) is abundantly rich and can afford to wait 
for its money, so that unpunctuality with them conveys no sense of 
fault. Mr. Wolff, while admitting, it would seem, that the peasants 
are unpunctual, considers that the societies are training them to habits 
of punctuality by insisting inexorably on payments at date. Here in 
India, poverty is too frecjnently urged as a reason for granting a loan 
of public money, while the ryot—and not merely the ryot—Irabitually 
thinks that the Government is boundlessly rich and can afford to wait, 
(jj; eveu to lose an individual tritle. 

Other ObjeeU.—tl\v(i societies do not merely make loans; they do 
considerable business in assisting land purchase. In Germany, as in 
Italy, land is largely sold by public .auction, the pllrchase^agreeing to 
pay by instalments— a pi-actiee which enables him to give a higher 
I>riee from the ease of payment, b’or these instalments he gives bonds 
to the auction-seller, who in turn sells them at a discount for ready 
money to some money-lender or other capibdist. Should the pur¬ 
chaser fail ill .any one of his inshalraents, he finds himself liable to be 
sold up without mercy, unless he pays a ruinous interest on his 
arveara. The society intervenes by faking the place of the money¬ 
lender at a moderate discount, but requires from the seller a guai-antee, 
usually with fiersonal sureties. 

Gther objects are the stimulation of, and assistance to, associations 
for co-operative production, sale and supply; either by the grant of 
advances or by establishing them as bi-anches, with, however, liability 
and accounts wholly distinct from that of the parent society. These 
are becoming very successful, and supply associations are mentioned 
as doing business up to JE:J,000 per annum, the capital for which is 
originally borrowed from the parent society. 

The same Article, which deals with these subjects, lays down that 
the directors shall endeavour to compose differences between the 
members of the society, and to assist them if they are unjustly injured 
by third parties. 

Oeneral Union and (iroup.i . —As the societies increased in mimlier 
and importance, it was felt that they should be linked in groups 
for mutual support and for supervision, for the clsief difficulty in 
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Parting and working these small local societies is not only that of 
their weakness when isolated, but also that of finding capable men 
residing within the area; hence the group and union system. Five 
groups ai^ now in existence embracing probably all the individual 
KOfiieties. In addition to these local groups there is a Central Union 
for the whole of Grermany to which all soeieCios may l>elong. Of 
the local groups, Neuweid, the original, will be taken as an example. 

It was founded by Raiffeisen in 1877 with the object of extending, 
developing, and protecting the local societies. One chief duty is 
that of instmciing the peasants in the proper use of credit; this seems 
more useful than any other, for cheap credit, without due prudence 
in its use, means only quicker ruin. Doubtless, too, though it is not 
so stated, the peasants are taught the arithmetic of credit, i\e., tlie 
calculation of profit and loss probable on a given transaction. 
Instruction in book-keeping and the audit of the accounts is another 
chief duty; a regular service is organized for this purpose, and the 
insiiectors give free instruction in the subjects to the societies that 
ask for their services. Another duty recently undertaken is the 
collection and preparation of systematic statistics; they are still 
very deficient. A further and most useful development is the 
purchase of good seed, manure, imjdements &c., for the local 
societies upon demand by the latter; e.g.^ in 1887 the Neiiweid 
Union alone furnished to its members, at cost price, 15,000 tons of 
manure and forage, and above 1,600 waggons of coal; in the spring 
of that year, it bought 2^,000 tons of nitrate of soda at 88i marks 
per ton, the price otherwise being 130 marks, hence a large gain to 
the members ; in 1889 this business bad increased, and so again in 
1891, a considerable additional business wa.s done. The steady inereasi? 
of this class of business is highly satisfactory, and it seems that up 
to 1893 the Union hrul thus supplied cousiderably over £500,000 
worth of goods. Here, it will be seen, is indicated a rapproachment 
bi^tween the duties of the local societies as credit societies and as 
A<^ricu1tiiral associations. Finally the Central Union busies itself 
with the promotion of life assurance, and of assurance against the 
effects of hail, oattle-diso;ise and other frequent disasters. 

The Central Union holds a general assembly every year composed 
paidly ef the representatives of the individual societies, partly of 
delegates from the local groups, Svhich represent the societies belonging 
to them. Discussions take piace, and a representative syndicate or 
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is appointed. For business purposes, the Union is divided 
into sections or district unions, each with the duties oi* the general 
Union. 

Each local society pays auniially 15 shillings as subscription for 
expenses, including the price of a weekly newspaper (Co-opemtivo 
Societies Journal) intended to contain statistics and facts relevant to 
the work of the societies. 

Central Banks ,—The want of a Central Bank for the use of societies 
either, in investing or borrowing was soon felt, for it Was clear that 
some societies will, at various |)eriods, have too much and others too 
little money, a Centi-al bank would bring about an equilibrium. 
Moreover, a well-established Centi-al bank would be in a- position to 
lx)iT(>w funds at cheap rates and thus provide for societies in need. 
At first three Provincial banks were founded for their respective 
groups, these again established a Central bank. This plan failed, 
funds being limited to a credit of £7,500 obtained from a Provincial 
Hidfskasse (Benefit fund), and the banks W'ore finally closed as 
contrary to the then law. The shares are j^rsonal, and cannot be 
transferred without the bank’s consent. No societies are aclmitted 
as members except those ivhich fulfil tlAiFFErsEN’s six primary con¬ 
ditions, inz,^ (1) unlimited liability, (2) the intention of promoting 
the moral and material welfare of members, (8) the narrowest 
possible limitation of area, (4) absence of entrance fees^ and smallness 
of shares, dividends on which must not exceed the interest paid by 
borrowers, (5) gmtuitousness of administration, (0) the accumulation 
of an inalienable reserve. 

The, Gential bank, as far as possible, adheres to the same condi¬ 
tions ; it is, however, formed as an ordinary joint-stock bank limited 
by shares, and its administration is partly paid; the bulk of 
the responsible work is, however, undertaken by the committee of 
supervision, which is wholly unpaid. The shareholders get dividends, 
but not liigher than the rate of interest paid to the bank—about 4.^ 
per cent.—by its borrowing members; it ojierates only with its own 
members. 

In order to procure funds, the Articles provide (1) for the issue 
of debentures (Ptandbriefe) vvith the permission of Government as 
required by law, (2) for the receipt of deposits from members or the 

public, (8) for receipt of commission, and of the difference.between 

interest jmid and recoivetl. 
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li appears that the bauk is provided with sufficient funds from 
the deposits of the local societies; these have always foinid more 
monev than they could dispose of, and this surplus can be dej)osited 
with the Ceniral bank at 4 per cent.; the bank lends these deposits 
to societies requiring funds at about i)er cent, with a small 
commission. 

The bank is authorized to invest its funds (1) in accounts-currout 
with its members (societies), (2) in discounting bills and in loans on 
pledge, (tl) in mortgages or purchase of rent certificates, (4) in 
immoveable pro}>erty, (5) in paper issued or guaranteed by the State 
or a commune. 

The Central bank is doing a useful and increasing business; and 
ap]»ears to be solidly based. 

Other Unions have followed the Ncuweid example in starting 
Central banks, Westphalia and Hesse Darmstadt (Offenl)ac]i) ; 

the Articles, conditions and opeiations of thesi> are similar to those 
of Neuweid, but the Offenbach bank is somewhat more liberal in 
admitting as members societies which do not adhere absolutely to 
the strict Ilaiffeisen principles. 

In other l^iiions, the local societies utilize oixlinary banks for the 
deposit of their surplus funds and for obtaining credit. 

In Hanover a Co-operative Banking CoriK)iulion (Limited) has 
been formed under the law of 1889. 

It has been objected that these banks being specialized for agricul¬ 
tural loans, 0 |>cratioiis would fail, since they would have to receive 
and disburse money at given periods, c.^., after harvest and before 
cultivation, and would not be able to maintain an even cuirent 
of business. The result, however, proves that these special hanks can 
maintain their position, aud though no great profit is made, this is 
not their object; they were formed fis a channel of communication 
so as to maintain an equal iinancial level in the various local societies j 
this object has been successfully achieved. 

Eesmne. —There are then in full operation a vast number of very 
small, autonomous, village loan societiess, of uulimiterl liability and 
wholly rural, if not agriculiui’al, drawing funds largely from the 
savings of their members, cheaply, almost gratuitously administered, 
aiming at the moral as well as the materitd development of their 
associates, teaching them the use of creilit and guarding them against 
its abuse. These societies, originally isolated, are now linked in 
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Unions or s^roups for mutual su})|)ort, inspection and instruction, and 
ill order to equalise their funds and provide, if necessary, other funds, 
a Central bank has been started for each Union which receives and 
distributes the deposits of the soeieti(*8 which form its sole clientele 
and body of sharedioiders. These Centml banks have ivisely providcil 
in their statutes for obtaining funds ai^J extra, chiefly by the issue of 
debentures and receipt of deposits, but have not yet had occasion to 
do so. It is strange if in this organism of village societies, autono¬ 
mous and independent, yet, as members of one body, linked to, and 
supported by, Central directorates and banks, tlierc is not a seed which 
may take root and grow in Indian soil, as it has done in Germany, 
Austria and Italy. 

Differences between the Schulze DeUlzsck and Raiffeisen Societies .— 
There has been almost, from the first, a ivgrettable controversy 
lietweeii the two classes of societies, or between their 
principal men, a controversy amounting almost to party strife, 
and as unnecessary as bitter, seeing that both classes are indepen¬ 
dently useful. It is advisable to mention the j^xiints at issue in 
oixler to assist the future practice of this country. 

Both philanthropists startcil with the same idea., viz.y that of 
providing chcjip capital for those, who were debarred from it by its 
enormous cost, cheap crerlit for those, who were exploited by the usurer, 
their object was to su]q)lant the individual lender by the organized 
bank, Both saw clearly that thrift is at the base of possible 
system; only persons who showed themselves able to save were deemed 
worthy of credit; saving, moreover, as tlie only basis of capital, 
is a sine qua non. Here, however, the two systems diverged; SoiiULZii; 
DfiLirzscH began k' foster thrift by rewarding it with dividends a.nd 
and profits as high as jmssihle, thus placing the interest of bon*owors 
in opposition t<o that of lenders; Raiffeisen ])lacod the interests of 
the borrowers first and allowed no dividends. The difPercncc is 
considerable, the former tend to become joint-stock societies, in which 
investments seek high dividends, some societies ileclaring dividends 
to members of 30 or even 50 per cent. (Wolff), a result haixlly 
commensurate with anything but usury; the latter preserve intact 
the co-opei*ative idea of mutual help, and yet are eminently successful 
both in attracting abundant deposits at market interest and in help¬ 
ing borrowci*s, the interest of all members is that of the borrowers, 
actual or possiblo, and there is no antagonism between investing and 
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rowing niorrik.*rs. It must bo rcmonihercHl that Kaiffeisun niinod 
tlir(‘ctly not at tho mere niaterial benefits of association, but at its 
monil and educative results; thrift was to be promoted not so much to 
make a man wealthy as to make him a better moral agent, a better 
member of society : he regarded mutual help, the Iwnd of Christian 
charity, as the cardinal prineii le, and the necess^iry result of his 
systi'in ; Schul/.b Dkutzsch looked more to the material, liAnnsisKN 
to the moral and social, results; the former used association to enable 
the individual to struggle to the front, the latter used tlie co-opera¬ 
tive principle not merely for the individual, but as a Ixmcficent methcxl 
of increasing the common happiness and welfare, litis difference is 
important, since the desire for dividends l(‘ads to speculation for the 
purpos<^ of increasing jnofits, especially where directors are rewarded 
by a ixjrceutage. In Madras the Co-operative Funds tond too much fo 
diverge from the co-operative idea of brotherly help, towards that of 
profits upon investments or as a rewaid for iiianagement. The true co¬ 
operative principle worked out in banks is, according to Signoh 
Lxj/.zattFs idea, bank with fixed dividends on its shares and deposits, 
all surplus profits going to the reserve ; when the latb'r shall be equal 
to twice the capital, the shares are repaid, and all subseejuent protits 
are expended ui philanthropic or useful objects.^’ (Rostand) The 
extornal pi*ofit in this ease is that derived by the bonowers from the 
cheap and ac^cessible CJipival which they boriow for productive or 
usi‘ful purposes, the investors, at the same time, get a fixed dividend 
of interest which is usually somewhat above that of State ])aper. 
Tlie corollary of these views is, in the Schul/.e Dclitzseh societies, 
coinj)ai*atively largo shares with considerable dividends and jmid 
administration; in the Raiffeisen societies very minute shares—and 
then only in olnKlienee to the law—and no dividends but an inalien¬ 
able reserve, and wholly gratuitous adniinistmtion except as regaids 
the clerks. 


SciiULZE DELir/scn, again, started his societies at any given centre 
with a wholly indefinite area of operation, tlie larger the area, the 
bettor the chance of paying business. Raiffeisen, on the contrary, 
lays down as an ah^oJute rule that the area of optu’atioii must 
be small, never exceeding that of a \Tllage The difference here 
is radical; in the former societies it is far less possible to know, 
much less to influence, the memliers individually, to judge of their 
character and status, to supervise the employment of the loiin; in the 



latter societies all menibers are acquainted, the bankas clientele are 
its neighbours; it can lend u]x>u character, uix>n the status, both 
})ersonal and material, of the horrowei*s and their sureties. Usury 
can only be fought hand to hand, and it seems likely that only purely 
local societies can succeed—at least as regards the peasantry. 

Other i-adical differences are as follow : in the Schulze Delitzseh 
societies, which are largely urban, only short-term loans are granted, 
three months being the rule with one or two prolongations; in the 
Raiffeisen societies, which are wholly rural, long loans are the 
rule, two or three years being the average, and ten years the brdinaly 
maxi muni. The former societies do not trouble themselves to watch 
over the use made of the loan, though they satisfy them.selves before¬ 
hand that it is to be used profitably; the latter consider it essential 
lo uee that the loan is used prcKluctivoly, and every throe months the 
utilization of the loans is examined by the committee of supervision ; 
the former societies require repayment of their loans in lump, the 
return being usually speedy, and the result of a particular oj)erafion 
in trade, business or industrial conti-act, &c.; the latter take their 
loans, if of more tlian a very shoid} term, by instalments, per month 
or per annum ; the former, lending only in short loans, have no rule 
reganling repayment on four weeks' notice; the latter insert, tlioiigh 
they hardly use, such a rule to provide against the deterioi-ation of 
propm'ly or the misuse of the loan ; the former do an enoi*mons short 
term business with arti.sans, tmdesmen and a proportion of agricul¬ 
turists, the latter a far smallar but nowmpidly increasing business in 
long loans almost solely with agriculturists. 

So much for the differences between the systems of the two great 
founders of Grernian co-operative effort. On the other hand, it must 
ho pointed out that their common object was tlie strengthening and 
raising of the poor by the means of self and mutual help (s^aidc)' 
el s*enter \xf(ler). They rejected mere benevolence in tlieir metluMb, 
for though charity is a high virtue when applied by indiAuduaTs to 
individuals, it cannot, or rather does not, in our im|>erfecl conditions, 
succeed when applied to the relief of classes. Yet it was the main¬ 
spring of their own action; Schulze Deutz.sch devoted himself with 
such unselfishness to his philanthropic work that, though voted a 
statue and a subvention, he left his widow ih narrow ch-eumstiinees,* 
while KaIfeeisen, who might have pleaded sickness to inaction, used 
his life so sympalheticaliy and us<?fnl1y as to win the name of‘^F athkr^* 
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hroughout the country side. It is personal devotion alonti 
great reforms among the poor and helj»les.s. 


roroLAR Banks (IjUz/.attt). 


Ohjeds ami Character. —The following extract from No. of 

the Foreign oftice Report explains the objwts and character of these 
hanks:— 

" Like the Credit Unions foundeil in G-ermany by Schut.ze, the 
Italian Co-operative People’s banks are simply associations, by means 
of which artisans, peasants, small tradesmen, and, in fact, all classes 
of persons wdio, though honest and intelligent, could not otherwise 
oblain credit without submitting to every form of usury, combine to 
c.sfcabliHh a local sell-governing institution of credit to meet their 
requirements. 

They are basc^l upon the principle of self-help, and aim at 
developing habits of prudence and thrift in their membera, by 
providing thorn with a prolitahlc means of investment for their 

savings, while they seek to put down usury by the facilities which 

they afford for obtaining loans and advances of money at a rea.sonable 
rate of interest. 

“ The meinliers, being at once the proprietors of tlie bank and 
its clients, have a direct intcr(>st in its making .a profit, and a sufficient 
inducement to keep the rate of interest charged on loans and advances 
within proper limits. 

“The pecuniary interest of eacli member in the association, 
through the shares snbscrilied by him and his contribution to the 
reservo fund, offers a material guai-aiitce for the punctual repayment 
of his deUs to the bank, and a moral guarantee is croatcil by the 
restrictions imposed ui>on the mlmission of new' members, and the 
sale or transfer of shares, which must he submitted to the hoard of 
diicctors for approval. 

“ In connection with this subject, Sionor Luzzatti observes that 
‘ in an ordinary joint-stock comi>any the inembor’s money is the main 
object considered ; but in a co-oiierative credit association the person 
of the shareholder is of much greater im)X)vtanee than the share 
itself, since in the latter society the moral worth of the ]>ersons who 
compose it, united .os they are for the j>ur|V)sc of obtaining, by means 
of co-operation, the credit which they would not find in other 
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iustitiitions, supplements and completes the material worth of the 
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shares, which are accumulated gradually, and even in some eases hy 
weekly instalments of a few centimes/ 


In order to secure the efficiency of such a moral guamutcc, it is 


most desirable that the mem hoi's of the association should be well 
known to each other, especially during the early pericKl of its existence, 
and that the bank authorities should maintain a strict supervision 
over the granting of loans and advances. 

The area in which the opei*ations of the liank are carricil on 
must therefore not be too extensive, so that its members may have 
frecpieut opportunities of intercourse with it and with one another, and 
]je able to take an active part in its management without j)ersonal 
inconvenience, and SxoNOU Luzzattt accordingly recommends the 
conversion of branches of existing banks into indejxmdent institutions, 
whenever their condition is sufficiently flourishing to justify such a 
course, as well as the foundation, in large centres of pojmlation, of 
small independent banks, side hy side with those already est.ablislied.^’ 
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[^Extracts from Sir F. A, Nichoho7i\^ Ueport pp. 242-72!] 
Madras Loan Societies (Fcnds—Nidiiis), 

The leading idea of these Nidhis is mutual credit; a certain 
number of men form a company under the Comi)anies’ Act, and 
attract other members; these pay a monthly subscription for a given 
term, at the end of that term afPairs are wound up and profits 
divided. Members may get loans from the society, repaying them 
with interest by monthly instalments. The idea is sound, but requires 
development; at present they are of very limited scoi^e and fulfd 
merely the object of the similar class of Building Societies of Great 
Britain and the United States, on the model of which, even to the 
verbal adoption of their rules, they have Ixien founded. It is curious 
that tlki^e societies, as their history will show, might almost have 
been developed directly from indigenous practices, viz»y from the 
Kuttu-chit system, a fact which forms a striking argument in favour 
of the suitability of the Fund system to the presidency, and gives 
promise of its great future development as a method of thrift and 
credit. The enormous development of the present system in England, 
and especially in the United States, where it appears to be rivalling the 
Savings Bank, is a proof of its geneiul suitability to small folk, and 
it can probably be adapted to suit rural and agricultural needs. 

Jfisiojy ,—The Nidhis, as now found, originated in Madras, in the 
Fund called the Sadar Court Fund, 0 |)cn to officials only ; it seems to 
have been started about the middle of the century. But the founda¬ 
tion pi'inciplc, viz,) that of association for mutual credit, is found in 
the indigenous ^Kuttu-chittu ^ system, which is universal througliout 
the presidency. 

This latter system dej^ends upon (1) association, (‘2) confidence. 
(3) honest dealing, and its universality speaks highly for the general 
honesty of Madras villagei-s, for the power of the village and caste 
system to prevent fraud, and for the possibility of a development in 
Madi-as of European associations based ujx)!! similar principles. 
Briefly it is as follows; a number of men unite to subscribe periodi¬ 
cally a small sum each, say 50 men agree to pay Re, 1 per month for 
fifty months ; each month Rs. 50 are subscribed, and lots are drawn 
for the total sum ; the winning lot takes the ]^)ool; next month the 
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same fifty subscribe, but in drawing for the pool previous winuei-s are 
excluded ; this continues for the whole fifty months till each subscriber 
has received Rs. 50. Tins practice—a necessary system where there 
is no such thing as even a Savings Bank, and where deliberate board¬ 
ing for many months or years is a most difficult opemtiou — gives men the 
use in lump of a considerable capital, repayable by small and easy 
instalments; it is most useful for building houses, starting a shop, 
buying a pair of cattle or piece of land, ka.; it is clearly the result of 
the village self-contained system in a country devoid of banks and 
communications, and where pei*manent emigration, even to other 
districts or villages, was still of late perfectly unknown. It is said 
that, whether from honesty or fear of the consequences, the system 
is never abused by winners prematurely withdrawing from subscrip¬ 
tion. It will be observed that there is notliing of a lottery in this 
proceeding; the element of chance appears only in the order in which 
the subscribei-s obtain the i>ool ; every subscriber obtains it in turn, 
it is not a gambling Iransactioii in which one person obtains a given 
sum by mere chance to the Ions of others ; it is no more a gamble than 
the drawings by wliich in England, as in Europe, it is decidal wdiat 
particular debentui’es shall be paid ofP. 

A further development, however, is next found; the subscribing 
members, or more usually the promoters of the Fund, desire to obfain 
definite and increased profits for themselves, drawm from the netKl of 
the subscribtTs ; instead, therefore, of drawing for the pool, it is put 
up to auction in lump or in lot; the lowest bidder takes the amount, 
that is, the one who bids the lowest sum below^ Rs. 50, say 40, obtains 
only that sum, but gives a chit or promissory note for Rs. 50, the 
difference, Rs. 10, is divided as profits among the other membei's. 
This is similar to the Building Societies system, where loans are 
knocked dov n at auction to the man who bids the highest interest, 
or the largest premium ; in both cases it is apt to become an exploita¬ 
tion of need or of recklessness, the man most in need of money has 
to pay as high as jxissiblc for the accommodation. It has been 
common in India, as elsewhere, to get uj) societies for the sole purfX)tie 
of providing the promoters with a living; the so-called ^Slirectors 
get together the subscribers, and withhold R.s. 2 in every 50 riq^ees 
as their owm remuneration; these are not regular village or communal 
institutions but outside speculations: in some cases, the borimvers 
consecpiently defrauded the promoters by refusing payment, knowing 
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perfectly well that it would not jmy ihoir creditors to sue them in 
Court, at a distauce of perhaps 20 miles, for sums of only Rs. 20 or 
K-s. 25, hence the bankruptcy of some such Unions. These Unions 
are useful and legitimate, but when they are not sustained by village 
authority, by the power which a local community or caste has over 
its individual inembors, they are very apt to fail, for human nature 
can seldom pass the chance of a good thing at another's expense if 
there is practically no risk. 

The first Madras Fund (Nidhi) further devcloi'>ed the system; 
about 1850 certain Court and other em[)loyes discovered that they 
were being ruined by usurers, and determined to start a bund to give 
persons of fixed income a chance of borrowing at equitable rates. 
The model selected was the English Building Society so-called. Why 
this particular class of society was adopbxl, or who suggested it, is 
not known, but it is clear from the rules and methods of the Nidhis, 
which reproduce, in many cases verbally, the rules and conditions of 
the English exemplars, that some keen-sighted man discovered the 
suitability of the Building Society to presidency needs; possibly the 
original idea was actually to provide houses for subscribers. The first 
Fund was a ''Terminating' Society with a seven years*period; each 
gubscriber agreed to pay for eighty-four months, Avhen the Fund 
would be Avound up and shares repaid at Rs. 102^ per 84 receiw,Kl. 
From the collections loans were granted to membei*s at per cent, 
interest with penalties for delay; the loans, repayable by the monthly 
subscriptions, were usually on mortgage, and the order of gi*anting 
them Avas determined by lot; the cost of establishment was met from 
the penalties and from a charge for commission. Branches Avere 
subsequently started; these were found expensive, and it was 
determined to make the Fund permanent, that is, a new series <»f 
gubscribers were adniittctl and shares every year, and finally 

every month, so that there Avas a continuous influx and efflux of 
members and shares. 

The Fund continued in much prosiierity and favour till 1872, and 
many othei*s were started in Madras in imitation of the original ; 
some Avere getniine Mutual Societies, some Avere for the benefit of the 
promoters and directors; some adopted the practice of selling their 
](»ans to the lowest bidder, so as to obtain high profits; some charged 
10 or 15 per cent, or other high interest on their loans ; as in the English 
Loan Societies, a sound ininoiple was often abused for the sake of gain. 
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Blit about 187^ it was discovered that the societies were all 
illegal aud had no civil status, not having been registered aceoKling 
to the Companies’ Act, which, though for many years in force, was 
nukiiown to the very companies which should have registeral; it is 
a very peculiar fact that at the very head-cpiarters of trade, the 
existence of the Act under which companies were bound to exercise 
their tmde was even unknown to them. The rc^sult of the High 
Court’s judgment was the collapse of many societies; debtors 
know'ing that the societies could not go into Court refused to pay ; 
even after registration the societies could not sue for acts done 
before i*egistration, and the result of course was liquidation. Some 
were re-established and duly registered, but the loss to the various 
societies was calculated at lakhs. 

Other abuses also crept into certain societies; the energetic 
and honoui'ablc men who iKJgau the Nidhis died or retired, and in 
some cases were replaced by unscrupulous, incapable or negligent 
men ; subscriptions were misappropriated : in one fund many 
thousands of rupees of profits were devoted to the payment of handsome 
salaries to directoi’s, promoters and stalf ; many bogus societies were 
started in Madras and in the mofassil for the sole pur}X>so of enriching 
the promoters by sheer fraud ; splendid promises were made and for 
a while fulfilled, till confidence produced large subscriptions when the 
^^Fund’^ closed its doors; impossible profits, such as 2 nii>ees for every 
rupee subscribed, were promised; these sham companies even got the 
nickname of ‘Lubbuck^ (literally, gulping or devouring) funds, and 
were a disgrace to tlie community, aud a source not merely of 
immediate loss, but of much subsequent distrust of Credit Societies. 
^ * * A large numlxjr were started and closed to tlie ruin 

of many investors. Tlie following table gives particulars from 
1872 



Average number 

Period. 

annually 


in existence. 

1872-77 

37 

1877-82 

68 

1882-87 

157 

1887-92 

... ... 186 


In 1872 there were 20 Nidhis ; 93 in 1882 ; 269 in 1886-87 ; 
and 135 in 1891-92. In the five years ending 1892 no less than 
260 societies disappeartKl, 181 of which were in Madras town alone. 
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ioubtless mauy of those were the irregular and often fraudulent 
Benefit and lusuiunce Societies described in the papers read in 
Government Order No. 3368 Judicial of the 7tli December 188o, 
where one person is mentioned as “director” of six Funds, though he 
had been “at least thrice punislnid for theft, misappropriation, &c.” ; 
another was a petition-writer, and so on ; these were started, received 
subscriptions and disappeared, the “benefit'’ being only to the promoters. 

For the present study the winding up reports of 70 regular Loan 
funds taken at random from the registrar’s records have been 
analysed; ‘1-2 fell because of the failure of subscribers, especially 
those who had borrowed, to pay their dues, probably owing to laxity 
and mismanagement; 9 fell because of the misconduct or 

fraud of the secretary or other officers ; 9 simply decayed, 

getting no business; the rest from various causes; natuml 
expiry being the reason in only 3 cases. Abuse of iwwors and 
cmbcLzlemcut by the secretary, absolute negligence liy directors of 
the rules of the society and of business methods, disreganl by 
directors of the share-holders, the falsification of accounts and records, 
dishonest withholding of re]>ayments by Iwrrowcrs, and negligence 
in subscription by non-borrowing members, are the chief features of 

these reports. 

The notonous case of a certain quite recently staited 

under most excellent aiuspices in Madras is well known ; the rules 
provided espoeially for. audit, and yet the funds disappearixl almost, 
from the beginning ; the resolutions of the general meetings and the 
petitions put into Court and the proceedings in Court disclose 

extraordinary laxity and negligence. 

The history is very instructive ; it shows that, in the infancy of 
a movement, the energy, devotion, zeal and honour of the early 
promoters may suffice to thoroughly establish a paying business on 
pist and honourable principles ; that success means ready imitation; 
that in the imitations and even in the originals there is no intrmsic 
.raarantee that the high principles of the original promoters will be 
Hustoined ; that if the principle of/«»•«” be allowed free 
course amidst a needy jicpulation, much txio ignorant ot .busines,s 
to be able to guard their own interests, that principle will be abused ; 
that the mere fact of laws, even if suitable, being in existence, is 
insuffieient, unless there is a specific authority whose special duty it 
is to work or supervise the working of those Ians. 
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The above lias been simply a skefxih of the development of the 
Fund idea; as regards the Nidliis themselves, it is found tliat they 
have been promoted cither by a philanthropic desire to relieve men 
from usury and provide a means of saving either for specific purposes, 
such as marriages, house-building, &e., or for general thrift, or by a 
hope of obtainig profit for the promoters, or by a mixture of both 
exi>octutions. Individual energy has always been the proximate 
cause ; merchants, officials and vakils have, in most eases, been the 
active promoters. Sometimes public meetings were calknl or printed 
notices issued, but generally it appears that the society developed by 
simple accretion, not—after the first effort—by an active in-gathering 
of members. 

The history and general principles of these Nidhis having been 
given, it will bo well to deseribo them further under the following 
heads, (1) objects, (2) principles and constitution, (3) methods, 

(4) Government intervention, (5) results, ((]) advantages, (7) defects, 

(8) difficulties. 

Objects ,—These are descriljed as the facilitation of savings, the 
relief of members from old debts, the deliverance of them from usury, 
the accumulation of a fund for special purposes, such as marriages, 
the grant of loans on good security for all [)ur|)oses, whether for 
domestic ceremonies or maintenance, for expenditure on jewelleiy, 
on house-building and repairs, on land, &e. Members alone arc 
generally contemplated, but, in fact, surplus funds are frequently 
lent in small lots to outsiders at a somewhat increased rate of 
interest; in such cases the material security must be carefully looked 
to, since the society lacks that derived from a borroweris membei’ship. 

An unexpressed object is also the provision of salaries or profits for 
the promoter, directors or officers—a perfectly legitimate object, but 
one that is apt to interfere with benefits to borrowers and members, and 
tends to departure fixun the strict rules of the society. The receipt 
of deposits is not usually a primary object, in some societies it is only 
of subsequent introduction; in hardly any has it obtained any 
considerable position. It will be seen that tlie scope of the societies 
is limited, they are not Banking societies so much as Mutual Loan 
societies, and they thus fail in one great function of banking, r?>., 
the concentration of idle hoards for productive pur|X)ses. 

Princijdes ami Comiltidioii.—Clastses of Society ,—There are 

several classes of Funds, the regular permanent Nidhi, the 



PROVISION OF DOHIIOWING FACILITIES. 


VllOVISION OF BOftllOWINO FAClLlTIEiS. 



%L 


Terminating socioty, the Chit associations of various sorts, and 
tlio Benetifc aoeietios. Of the Terminating societies there is one 
which is thoroughly rural, its promoters are village residents, none of 
whom knows English, its clients are largely agricultural, its original 
term was for seven years, on the expiry of which it was wound up 
with a act book prolit of lls. iJ,400, of which seveu-eighths would, 
when realized, go to the directors ; about half was still outstanding. 
The society was re-started immediately on a much larger scale 
embracing distant villages, and is therefore likely to be lai*gely 
defrauded or to lose heavily. The Chit associations calling themselves 
Nidhis vary in method, in one town the method is as follows: each 
100 membei's form a class or group; these subscribe 1 rupee each per 
week; from this Us. 100, Rs. 5 arc deducted as commission to the 
dii-ectors, and the balance, is put up to Dutch auction: the bids go as 
low as Rs. 74. The difiEorence between Rs. 71 and lls. 95 is divided 
amouff the 100 members of the class. The borrower executes a 

o 

bond with sureties for the whole sum and rcjxiys it by the usual 
weekly subscription. No in(er<?st is cliarged, but the premium and 
commission amount to very heavy interest. In case of failure to 
repay a suit is liled; one of these Funds, started in 1890 at the 
licail-quarters of a District Munsirs Court, had, in less than three 
years, filed 150 suits; another started in 1801, had filed nineteen in 
twenty months. The Benefit societies are those which provide 
money for various domestic and social occurrences by means of 
subscribiHl shares, some are, or were, Insurance secicties; these have 
mostly died out, and the so-called Insurance societies described 
in Government Order, No. 8308, Judicial, dated 71h December 
1885, would never be tolerated under the control of a proper 
law. These societies do not come within the scope of the 
present study. 

The central structure of an ordinary society is that of a terminating 
society consisting of a maximum number of shares which are paid 
up hy regular monthly subscriptions and terminate with the period 
for which the society is founded. The society is wound up at the 
end of the given period, say, loiiy-five or eighty-four months 
approxiniately, each member takes one or more sliares for which he 
|)ays at the rate of (say) 1 ru})eo per month; at tlie end of the \^riod he 
will have paid up Rs. 45 or Rs, 84, and will be credited with this amount 
profit, a share on w'hich Rs, 84 have been paid in eighty-four 
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iDonthly subscriptions is usually repaid at Rs. 102-8; the period 
may be a little less or a little more tlian the nominal, terminating 
whenever the shares roach the determined value. It is nsnal, however, 
now to make the societies permanent that is, fresh series of 
shares are periodically and frequently issued, and it is these only and 
not (ho society which are wound up as each series matures, so that 
subscribers are continually coming in and ^oin^ ont;this prevents 
the accumulation of idle funds at a loss of interest as the termination 
of the ]^>eriod ajqnmelies, in order to pay off non-borrowing members, 
and also p<n*mits the entrance of members without the i)ayment in 
lump of a erious and often prohibitory mass of back dues, it being 
only necessary to pay such as are due for the prior months of each 
particular series. It is, however, usually necessary, as each series 

approaches maturity, to attitiet deposits at perhaps 74 per cent, 

per annum, in order to pay off matured shares : these de]X)sits arc then 
repaid from future subscriptions, to the detriment, however, of the 
lending power of the society. 

All the societies are called Limited this word is frequently 

not even understood by the societies, which in many eases have 

explained that the word moans limited to a certain number or to a 
certain value of shares. Since business is almost limited to the grant 
of well-secured loans to the maximum amount of the share values, 
tliere is no real risk to any member in a deeently-rnanaged society. 

The essence of the society is mutiiaHty ; it is a group of men 
invited to help one another by a common contribution of funds which 


are to be lent out te members only for their sole benefit, all profits 
derived from the transactions are to return to the members, so that 
all benefit: the non-borrowing members by the receipt of profits, the 
borrowing members by the use of the loaned capital and l>y a portion 
of llie profits which they have contributed to the society. That is 
the theory, and with the exception of the Britisli Friendly societies, 
the British and American Building societies, of which the Madras 
Nidhi is a copy, and the Raiffeisen and Wollemborg Riu^l Credit 
Unions, there are no societies in the world more thoroughly 
co-opemtive in theory. It is, therefore, greatly to be regretted that, 
through want of guidance and explanation, throngh tlie total absence 
of any teaching in the idea and methods of co-operation, through the 
fact that the only societies available for imitation in this country are 
ti*ading joint slock companies, through tlie pefsojinel of many of the 
45 


4 


PKOVISION OF BOllROWINO FACILITIES. 


promoters and directors who are Madras business men, through the 
natural and in this case undiverted desire for gain, and lastly through 
the fact that the only law govorning societies is a Comniei’ciai or 
Trading Comjiany law, these essentially Co-opemtive societies have 
largely diverged, and ai’e daily diverging more and more, in the path 
of more trading societies. The same tendency is obsovcd in the 
Schulze-Delitzsch societies in (fermany, and the inference seems 
unavoidable that if profits, dividends, and large sti^iends or honoraria 
to <lirectors and office-bearers are put forvvaid as attractions to meml)ers 
and mlministmtors, the effort after them will soon become dominant, 
and substitute the comjictitive struggle for the co-operative march. 

Methods ,—Under this head will be described tlio general 
working of a regular Nidhi, its clientele and a^lministmtion, 
its funds, loans, &c. 

Clientele ,—In most cases the Nidhis have been started in 
considei'able towns, Trichinopoly, Coimbatore, Salem, Bollary. 
Tadpatri, &c., by the official, professional and trading ela.ssos; the 
main rule of the Nidhis, the regular monthly payment iteelr 

shows this, It is these classes who arc most likely from their 
intelligence, knowledge and requirements to begin associations of 
this class. Accordingly it is found that the proportion of members 
of these classes is, up to date, altogether overwhelming ; the following 
table for the thirteen Nidhis which alone have given information as 
requested, brings this out clearly ;— 


Nidhi 

ea 

3 

so 

i 

a 

aj 
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AGRIOULTUaiSTS 

Others 

Grand 

*s 

a 

o 

1 

g 

pH 
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9 

i 

OO 

(ft 

Big 
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Total. 

Total, 

] 2 Mofasdil 

1,084 

287 

1,151 

766 

267 

200 

549 

649 

474 

4,069 

1 MadraH 

1,172 

217 

C2S 

46 

236 

81 

93 

174 

645 

3,017 

Total 

2,25G 

5<H 

i 

1,779— 

812 

492 

281 

442 

723 

1,019 

7,08« 


In this table the princi|>al and working profession of each member 
is given, e, a vakeel is a professional man even if he owns land, 
^‘merchants^^ include money-lenders and 8hop-keei>ers, ^'others’* 
includes pensioners who are numerous. It will be seen that the 
four cliisses of officials, professional men (vakils, school-master8,&c.), 
merchants and shopkeepers account for 5,351 out of 7,086, or nearly 
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70 j>er cent; even ill the twelve mofassil Nklhis they are 3,288 out 
of 4,669^ or slightly over 70 per cent. ; agriculturists jiroper are 

only 723, or 9*4 per cent. It is clear, then, that the Nidhis of this 

liresideucy have so far reached only the official, professional, and 
trading classes of the towns with a few agriculturists, most of whom 
also live in the towns. However well adapted their general 

principles may be to the conditions of this presidency, or 
however capable of development, the Nidhis have not, during 
their forty years of existence and twenty years of extension, 

been able to provide the Madras ryot with any appreciable 

help. 

As a rule there is no condition as to admission except 

nationality ; most admit only caste Hindus; some (Madras town) 
only Europeans or Eurasians. There is but a single, and tliat 
a verif sniall^ Mahomedaii Nidhi in the whole presidency, Madras 
city included, and the ordinary Hindu Nidhis do not admit 

Mahoniedans, because of the difficulties arising out the 

Mahomedan law of inheritance. Directors generally have power to 
reaise admission— a very necessary faculty —so as to keep out 
objectionable characterH, There is no general condition, however, 
as to character, status, &c.; any man who is willing to abide by tJio 
rules, and pay his monthly cpiota regularly, is an eligible member. 
The responsibility of members is 'dimitecr^ to the maximum value 

of their shares; in most Nidhis no single shareholder can hold 
more than a certain number—usually twenty, twenty-five or 
fifty—of shanks, only in one—"Commercial bank'— is there no 
limit, .and the maximum held in tliat society by any one member is 
165 ; in one society 100, and in two others 300, is the maximum 
allowable. This rule may be cviided by taking bhares in tlie names 
of relatives, A.s however— the Nidhis as in Europe, proceed on 
the democratic pririciple of ""one man, one vote,^* irresiDective 
of the shares held, they avoid 2 )ro taido any plutocratic preponder¬ 
ance in the governing jx^wer. 

As a rule Nidhis have but one office, only a very few have 
branches or agencies ; the Haspi^t Java Lakshrai Ebandara has a 
sub-agency and thre<:j branches; the sub-agency is an agricultural 
Nidhi, pi*actieally iiidejx^ndent of the original, but the branches work 
under the contml of tbe latter. Here again, they resemble tlie general 
run of the German and Italian Crcnlit Societies. 
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Admnidration,—\ Nidhi is usually formed by a few ititellig*eiit 
persons, generally officials and professional men, uniting to the 
juum)>er of seven at least, and framing or borrowing a Memorandum 
and Articles of ascociation ; these subscribe a few sliares fully paid 
up, with which to defray preliminary expenses and registration fees ; a 
prospectus is then issued, and a meetifig called by public notice to 
ex])laiii the nature and objects of the Nidlii and a list is opened for 
members. This or a subsc(jiient meeting appoints (he directors and 
office-bearers, who are, as a rule, of (joa rse, the original promoters 
of the Fund. 

(jcrLcral AssenMf. — Theoretically, the source of power is the 
ineuibers in general meeting ; they elect directors, auditors, &c., and the 
directors report to them anuiially; in practice the directors and oilice- 
bcirevs, esp<*cially secretary, a’*e the real socict^^ being, piaciically, the 
only ones cognizant of business and of the affairs of the Fiiiul. Whoa 
the general meeting does attempt to exercise power, experience 
alleges that it is frequently used badly and ignorantly, a mass of 
ignorant voti^rs are won over to dangerous business, to mistaken 
apj)ointincnts of directors or auditors, unconscious of tlio true ^luties 
of such officers, or of the proper scope of genuine and safe business. 
The power in Madms anil neighbouring districts is generally exercised 
on tlie %ne man, one vote^^ principle, hence, the exi>erienced director 
of many years^ standing has precisely the same theoretical value in 
the lueeting as tlie newest joined lad or the old market woman with a 
single share. This is the stiictly democratic principle adopted in 
the Popular banks and Credit Unions of (iermany and Ihtly, which 
is found to work very well, the |X)wer thus given to fhe mass of 
members, to the mass of borrowers, tends — but only leiuls —to 
jn-event any diversion of the aims or funds of the society towards 
speculation or towards private interests, or any monopoly, of tlie 
administration for pnr]Kbses of })rivaic gain by capitalist shareholders. 
In the United States, however, it is common, |)erhaps general, to 
allow one vote per share, it is argued l)y writers of the greatest 
cx|)erience that though the ''one man, one-vote^’ principle [irevents a 
few shareholders from combining to control the association, yet, on 
the other hand, it allows ten men holding one share apiece to have 
the .‘^amo voting |x>wer as ten men holding ten shares ajiieco (S. 
Dexter), and it is cviilently consulcred that a universal and cnpial vote 
is, in business matters, a dangerous vote. It is interesting that this 
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should bo the case in the pjroat re)»nblic, and sIionvs a curious 
divergence between the views ot business and oF politics. It is light 
to add that a limitation in the number oF shares to bo held and votes 
to be given by each share-holder is recommended, also that another 
American writer of great exi>eriouee in Building societie.s (E. Wuigley) 
considers that the stock vote (as many votes as shares) is bad in 
principle, as ‘‘it gives the preference to capital over brains and 
experience ; it gives the richer members power over the poorer ones ; 
it tends to destroy coniidence, and often leads to fraud and oppression ; 
it ife a great aid to dislionost management and the banc ot largo 
corporatimis of the present day." In certain imr>ortaut groups of 
mofassil Nidhis, it is customary to allow one vote for every share up 
to ten, and thereafter one for every live ; this gives a preponderance 
of power to wealthy shareholders, who moreover arc geiicTally those 
who mostly attend gcneial meetings; these use the Funds asinvestmems 
and are often directors. Hence there is a tendency to run those 
Funds as joint slock companies .for the benelit of investors and 
towards the development of dividends, and this is much complained 
of by many members. The complaint is precisely that the Fund, 
under this principle, falls into the hands of a few people who manage 
everything with a view to their own interests. Experience .seems to 
tend towaixls the adoption of a modilied dcmocratie method ; some 
Nidhis and many expcricncc<i members state distinctly that the 
‘^oue-man, one-vote" princijde is folly, in that the ignorant, nnbiisinesh- 
like and irn^irovidcnt have the same voting [X)wer as the iutclligeui 
and prudent business man, with a large stake in the society, lo 
which, however, there is the reply that tlio poor man is very ol ten a?i 
juiuleni as the rich ; that his solitary sliare may be bis all ; that he 
is more likely therefore, to insist on prudent rnauagcTncnt free from all 
speculative bias, and above all that he is more likely to insist on 
cheap credit rather than aim at high profits. Hie experience of 
thirope is in favour of the democratic principle in these societies ; 
ev« n }K)oi* rnenihcrs thus learn to lake a lively interest in a s(X‘iety 
where their vote is so important, and it is eonsidererl that so long a.^ 
men do not grow wise in proportion as they grow rich, a Mutual 
association should adhere to this pnnciple, as more consistent ilh 
the co-operative formula that a society is an association of nicn rather 
than of shares. It is jxissible that, as in some Nidhis alreaily, a. 
middle way may be found, c.y., in one luind one vote is given for 
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five shares with a maximum of four votes ; in another the 
maximum is sixteen. Possibly a maxiinuin of five votes, one for 
every five or fraction of five shares up to twenty-five would prevent 
all undue preponderance of wealth while giving to the exi>erienced 
men, with a considerable stake in the Fund, sufficient voting 
power to prevent ignomuce and inexperience from rash resolutions. 
The single vote 'system seems successful in Europe, and is based on 
the true co-opei-ative principle ; the unlimited stock vote is generally 
condemned. In Madi*as and in the mofassil some of the most experienced 
men disbelieve altogether in the existing voting system, whether the 
individual or the stock vote system. They recommend that the 
general meeting should not consist of all subscribers, es 2 R?eia 11 y when 
the society becomes a large one ; a really representative meeting 
would, ill such case, be too unwieldly to manage, while a door is 
opened to great abuses whenever matters of importance, elections, &c., 
are coneornc^d. They recommend either a resort to intermediate 
bodies, each member of which should represent a group of subscrilxus, 
or that the general meeting should consist only of shareholders holding 
above a certain minimum number of shares so that the mass of subs- 
cribeio have no votes, but enjoy all other privileges. Possibly this latter 
plan may be ailvisable in cities \vith very large societies, but for small 
societies the individual or the modified stock vote system seems 
prefex'able as giving all jiersons a working interest in the society. 
It has also been suggested by very experienced and disinterested men, 
one Ixing chairman of a large Fund directed almost gratuitously, 
that the executive [lOwer of a general meeting should be removed 
altogether ; it should be a mere meeting to receive and adopt reixuds ; 
the real control should be exercised by a board of control of twenty 
to twenty-five members, chosen at the first general meeting from the 
men of highest reputation, wlio would hold office permanently, all 
vacancies being filled up by the board itself ; this board should control 
all the operations of the managing committee. Such a board of 
control was, in fact, in existence, it is said, in the old societies of this 
presidency, but has for ra.any years lieen abolisluxl under the khas 
engendered by the Joint Slock Companies’Act. The projxisal is, to 
a certain extent, parallel with the practice in the old IjanJ banks of 
(lormany, where the general meeting is of rare occurrence, its 2)laee 
being taken by a council of delegates ; it exactly recalls also the 
univerral committee of supei vision in Europe, which, in every society, 





PftOVTSlON OF BOEIIOWIN’O FACILITIES. 359 

coutrob the 'vork of the managing board, and safeguards the cause of 
tho society* 

It is, of course, open to Funds to frame Artiedes as they please in 
auy of the alx)ve directions. 

The directorate usually consists, at least at first, of the most 
exi)erienced and influential men, retiring, as usual, by rotation, but 
rc-eligible. They are now almost always paid, either by a share in 
the not profits, after tho guaranteed interest has been distributed to 
members, or by honoraria settled at fho general meeting ; they usually 
get sitting fees also. In some the directors are paid at a fixed and 
ofhm very largo proporl.ion of the profits, in others aeoortling to 
the number of meetings they have attended. In tho laigest mofa”ssiI 
society working rather as a b.ank, tho president and director work 
gratmloiidy, while the secretary, auditors and appraisers eacli get an 
lionorarmm settlotl at the general meeting ■, tho staff, of coiuse, is 
always jiaid by salary. In Germany the directorate of the SchnlLe- 
Belitzsch banks is usually paid both by salary and by a share in tho 
profits ; in Italy this was also the case, but Sionok Lczzatit strongly 
recommends—and the suggestion is now largely adopte<l—that tireir 
a-rvices be given gn-atnitously ; in some of the very largest l>anks, 
f. g., Milan, this i.s pre-eminently tho case; in the Raiffeisen and 
W ollemborg Loan societies a// services are gratuitous except those of 
the accountant. It seems to be the rule that in these co-operative 
Mutual Credit societies in Europe, and in the United States, us also 
the ease of the English Trustee Savings liaiiks and Irish Loan societies 
under the Act of 1843, the directorate gives its services gratuitously; 
the Schulze Delitzseh societies are the exception, and the express 
comidaint made against them is that they are tending towaixls tbo 
position of mere Commercial societies, and losing their "miituaF’ 
character; the de.sire for large profits, and conse(|nently larger 
•HanUenus"' to the directore, is not merely keeping up the rate'^of 
interest, but diverting the societies from their true role of assisfin.-' 
and guiding the poorer classes. This comi-laint may or may not be 
well founded, the desire for ].rofits does bring about exactly such 
i-esnlts in general, ami there is a vciy strong feeling among tlie 
promoters of Mutual .societies that dividei ds other than fixetCand 
wages deptmding on dividends, are a mistake ; fixed interest and, if 
nerossary, moderate honoraria for expenses out of pocket, arc 
I'ccommencleii. ^ 
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Now it i« curious that in the earliest soeiotios of Madras (lR5;i) 
dircctois did jE^ivo tlu‘ir services tcratuitoiisly ; the objects of the 
FutkIh were declared to be ^^mntual Ijeiieflt/' and the most enligbtcnwl 
and public spirited of the meinbei's undertook the promotion and 
dii’Kjtion of tlies <3 societies for the public good without reward save 
iluit of their conscience. It is now made expressly an item of 
comjdaint that a struggle for profits and stipends has replactnl the old 
])hilaiithropic ])ul)lic-splrt(Ml sense of devotion ; that the emoluments 
of directors have been, bitliorto, steadily on the increase, while the 
|K)sts themselves have }>ceoine the obp^cts of scramble aiul intrigue, 
votes lieing oven ]mrchased^ it is said^ fmm ll>e ignorant mass of 
members j some assort tliat the class of directors is deteriorating as, 
indeed, is probable if otllce is to bo chaffered for. If it is argued 

that men, rcHpiiro pay for increased work, it is replied that by far the 

most arduous work was done in founding and nursing the societies at 
their start, not in the mere carrying on of a somewhat greater volume 
of business • that the later histmy of tlie Nidhis does not show a 
])etlor class of werk than the older, while, in fact, the paid directors 
liave often shown the grossest negligence and incapacity. One largo 
and flourishing society, in fact, though already directed at very low 
rates, has propo.sod to abolish directors* lees wutb the express intention 
of stopping this divergence from the ''nuitua?" path • the proposal 
has, however, not been carried; another large society has reduced it 
directors* fees by one-third. These facts indicate a gro\ving perception 
that the initiative idea of the societies has been departed from. It 
may be useful here to i^int to Kiiropt^ where, as in the Popular and 
Savingo banks of Italy, especially, Milan, or as in the great Trustee 
Savi?igs banks and Friendly societies of Flngland, or the Building 
sveieties of the United States, an enormous maoS of high class work 
is done without a thought of pecuniary reward by men of great 
abilitv and of engrossing private business, who yet give freely of 
their scanty leisiirc. 

Directors arc responsible for all money belonging to the share 
holders; but onlv occasionally is security demandetl from them either 
direi't or in the shape of inalienahle shares as is invariably the case in 
Uurope, whore every director and permanent auditor (censcur) 
must hold a number of paid-up shares, which are inalienahle, are 
spi'ciallv markc<l in evidence of this, and are dopositeil in the com[>any*s 
safe. Only the alcove-mentioned hank has such a rule; in that, 





each direetor, thou<>li working giutuitoiisly, is bound to hold twenty 
paid-nj) shaves, value lls 1,000, on wliich lie cannot borrow ^ the 
eecrctary (or manager) must siinilarly hold lOOsliares, value Rb 5,000 , 
which are held by the society as security; the treasurer holds shaves 
and has given other security for Rs. 5,000. Some Nidhis retpiire a 
certiiin number of shares as a qualification for the directomto, but 
there is nothing in the rules to prevent such directors from Ixirrowing 
on such shares. 

There does not appear to be any rule, as is general in Germany 
and Italy, ag:iilist directoi*s borrowing from the society • in one Nidlii 
the directoi’s may not borrow u])on tlie shares held by them as 
a necessary condition of office. In the Building societies of England 
and America (with exceplions, e. y., California) and the Nidhis of 
Ma/dras, the directors have all the rights of ordinary membei’s, whereas 
in the Co-oporativo banks of Continental Europe, their position is 
generally held to entail many duties and responsibilities and lo debar 
them from the privileges of credit, except under si^ecial safeguards. 

Auditor ,—In most Nidhis audit is, of course, very simple matter, 
but the larger ones, witli thousands of transactions to the value of 
lakhs of rupees, require most careful auditing. It is usual for the 
rules to provide permanent as well as special auditors ; the former are 
ajijwinted for a year or term of years, the latter annually ; the former 
are intended to scrutinize the aecounts and securities very frequently, 

daily, twice a week, weekly, monthly, &c., according to tlie 
Nklhi ; the latter conducts the usual annual examination. Some 
Nidhis adopt the plan of disallowing any director fiom being an 
auditor ; in others, the permanent auditor is always a director or 
member of the managing committee. 

Funds ,—These proceed from the subscriptions of members chiefly, 
and to a small degree from deposits ; the Nidhis do not borrow 
except by deposits. In one society, which, Jiowevor, resembles an 
ordinary bank, there is a capital composed partly of foundation 
shares, fully paid-u]), and partly of the ordinary subscription shares. 

The funds derived from shares are, of course, limited to the amount 
declared by the statutes of the society. These shares have two 
objects : (1) they are methods of saving and are investments ; (2) they 
are means for (a) obtaining, and (F) paying off, a loan. 

As investments these shares are ver}^ good ; tlie lowest fixed 
interest generally givoii is 6} per cent., viz,, 1 pie pfer month j;>er 
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rupee ijaid up. To l.his, liowever, may ))e axlded axlditioual profits 
wliieli in certain Funds amount to about 8 annas per share per 
annum, ecpial to nearly 1J per cent. cquate<l upon the average amount 
at credit during a term ; lienee a saving subscriber gets about. 7 i jier 
cent, per annum on bis savings. These shares prove, therefore, good, 
and, if the rules arc ob.served, a perfectly safe iuvcstnieiit. 

Their chief function in this country is, however, that of 
ohlaining and repaying loans ; as a ride only members can obtain 
a loan, and to become a member a man must take one or 
more shares, every loan must be a multiple of the share value, 
if the matured share value he Es. 100 and the loan be R.s. 500, the 
borrower must take five shares ; t he loan is then repaid by the simple 
process of regularly paying his ordinary montlily subscriptions, plus 
interest. It is in ibis insensible and gradual method of repayment 
that one important advantage of the Nidhis resides. 

Depoftif.'i. —^These are genemlly receivable up to an ordinary 
maximum of Rs. 5,000 for any one account, the minimum vaiying 
from Rs. 25. In some cases tliey are repiayable at call, hut this is 
mre ; notice of fifteen days to one month is usually necessary ; 
cheques are not generally in use, but a form of demand with the 
pasi 5 -book as in Savings banks. Repayment of deiosits must, by the 
rules, take precedence of all other demands for funds, so that on a heavy 
run loans would he impos-sHde for a considerable period. In some 
Nidhis only fixed term deposits for three, six and twelve months are 
received. Some Nidhis only accept deposits from sharohoklei-s j 
generally, however, they are taken from any person offering. In some 
Funds director are bound to or do lend under the name of deposits 
whenever the Fund is in need of ready money to pay off matured 
shares, or to meet demands for good loans. Generally speaking, 
depiosits in the mofussil arc made in large sums by a few people ; 
they are not the petty deposits of the masses; in some Nidlns a 
mini mum, e.g., Rs. 25 is prescribed for each in payment. It is, 
however, said that these deposits are in many cases made by money¬ 
lenders ; not necessarily i-rofcssioiial lenders, but arsons who have 
accumulateil or inheritkl money and utilise it in lending on good 
security. Some join as directors and deposit funds in oixler to 
develop business,' so as to obtain profits without individual risks and 
trouble ; others are mere dopKisitors, 'flic connection of money-lenders, 
at least of this cla.«s, with the Funds is noteworthy, especially as so 







much of rural nioney-lencUng in ibis presiilency is by the moneyed 
classes rather than by Marwaris. Interest varies according to term 
and bank; 5 per cent, for ordniary deposits, 6 or 6^ for twelve 
months^ deposits, are moderate rates, and 7\ per cent, is not 
uncommon; in some societies three months^ deposits get 6 per cent, 
and twelve months’ deposits, 9 per cent. In one society charitable 
de^x^sits get 10i percent. The ratio of deposits to capital is usually 
small; the highest proportion, with one exception, is one-fourth of the 
nominal capital; in many cases it is not above one-tenth to one- 
thirtieth or even a much smaller fraction of the capital. No limit 
to the aggregate amount of deposits is generally imposed by the 
rules ] in one Madras ease the deposits are three times the amount of 
paid-up capital, but this is not an ordinary Nicllii, and*is pui-ely European 
or Eui’asian. The small proportion of deposits, considering the very 
good interest paid and the apparent demand for loans is remarkable. 

No special peurity is ofiPered for dei)osits; the status of the 
society phtrS the reserve, if and any amount still due upon the 
shares, are the direct guarantees ; this latter approaches zero as the 
shares approach maturity, and where a whole series simultaneously 
matures, deposits have to be attracted by high intei'est. Deposits arc 
more readily attracted to societies which lend chiefly on mortgages 
rather than on pei‘sonaI security ; depositors consider such a Fund 
more solidly established and less risky than those where loans on 
personal security are the chief feature, while tlm deposits themstdves, 
being lent on good mortgages, are unlikely to be finally lost. It is 
probably the absence of material and solid guarantees for the repayment 
of deposits winch prevents their inflow ; the interest is far higher than 
that of Government paper, and the directors of the bank are locally 
well known ; high interest is evidently insufficient per se to attiact 
deposits. It is also certain that with substantial and j)eriTianerit 
reserve and other guarantees, deposits would be attracted not only in 
larger quantity but at cheaper rates j wdth Government paper below 
4 per cent., it i.s difficult to believe that 6 to 7 i per cent, is necessary 
in Funds, if well managed, supervi.s^xl, and guaranteed. A small loss 
of interest on a good reserve would be far more than recouped by 
cheap deposits. Another reason for paucity and dearness of clejx^sits 
is the necessary delay in repayments. 

The smallness and dearness of deposits, the want of definite 
security for them, the difficulty of repayment in case of a run, and 
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the diaorganizatiou of loan operations when deposits are witlulravvn, 
are aiiiong the weak points of these societies. 

Reserve ,— This is generally provided for in the rules by an allotment 
of from one thirty-second of the net profits after dcdiiciing all clncs to 
subscribers for repayment of [principal and for guaranteed profits; such 
allotment is usually trifling. It is also to provide by rule that ibis 
reserve shall lie broken np and divided in whole or in ])art every throe 
or four yearn ; on examining a large nurnber of balance sheets, it is only 
oecasionaiiy tliat a reserve is ever mentioned, and, where fouiul, it is 
usually extremely small. Small as is the reserve at its maximum (usually 
only 1 or 2 per cent, of the capital), at certain periods it is eitheror 
infuiitcsimal. Moreover, the rtservo is often laid out in charitable 
investments, probably for the deity or temple which gives its nome to 
the fund; that is not a legitimate use for a reserve. 

ProJits ,—In Mutual Loan societies, such as the Nidhis, profits 
ought to be entirely subsidiary to the main purpose, vizy the cheapening 
of credit; profits are indeed a legitimate means of stimulating thrift, 
hut must not become the chief aim of society, especially when all profits 
are provided solely by the borrowers and when directors and ofiice- 
bearers, as such, take almost as large a share (usually seven-sixteenths) 
as the whole mass of subscribers. After providing the fixed profits 
according to the rules, all other jirofits should be ke 2 >t as low as possible^ 
whereas in the report of certain Nidhis. the anmial profit is from 10 to 
14 per cent; part of this, of course, goes back to the borrowers, but the 
bulk is absorbed by non-borrowei-s, directors and office-bearers, and is 
unduly high. This divergence from the true co-operative idea is the 
besetting temptation of Co-operative societies all over the world; 
in America one borrowing memb<u’ furnishes the profits for three 
investing members and for himself; in ^Madrasthe tendency is fur three 
borrowing members to furnish relatively small profits for themselves 
and for one investing member, and relatively large profits for directors. 
There can be no doubt but that the men who start these Funds are 
not generally aware of their cO"|)erative origin and development; 
co- 0 [>eratiou in its modern sense is hardly known in this presidenc}^, and 
the compulsory registration of the Funds under the Joint Stock 
Companies* Act causes them to be looked upon simply as Joint Stock 
societies, where profits or investments are a principal object. In .^11 
correspondence and in jmblic discussions, these Funds, as well as 
proposixl Agricultural banks, are treated as joint-stock eompaiiies or 
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aggregations of shares rather tlian as associations of nienibors 
co-operating for mutual relief. 

Profits arise in this presidency cliielly from an iituisual source^ viz, 
the uniBinctiiality of tlie members. 

Profit, ill fact, is generally obtained from fines, entrance fees and 
minor payments and from profits on withdrawals. 

Loam ,—The money raised by subscriptions or by deposits is lent 
out chiefly to members; in Madras city personal security is, in some 
cases, accepted, but generally only good mortgages and pledges of 
jewellery or Oom'nment paper. In the mofiisyil, on the contrary, 
personal security is more common than mortgages, which, in some of 
the largest Nidlus are either expressly excluded, or obtain but a small 
jiercentage of the loans, and then only with the addition of a personal 
surety. Tin’ reasons assigned for this clifforonco will be seen 
immediately; and afford much ground for tlioug’ht; briefly and chiefly 
they are that in Madras personal security is shunned because of 
jK’rsonal distrust due to a prevalence of fraudulent practices, and to the 
facilities for bankruptcy, while mortgages are favoured because of a 
good system of title and of ease in recovery of debts ; in the raofussil, 
mortgages are avoided becaase of difficulties of title and the effect of 
the Revenue law for the recovery of arrears, while personal security is 
accepted because mutii.d confidence exists between members residing in 
the same village or town, and intimately known iis neiglilxmrs. It is, 
however, curious tliafc even in mofiissil Nidhis, mortgages take rank 
prior to personal security in the sequence of preference, and are 
granted at lower interest ; tliis is due either to tlie fact that the rules 
are borrowed direct J rom Madras, or to an opinion that mortgages 
per ^^.are safer than personal security; if it is the latter, it follows that 
mortgages are not largely accepted because of the difficulties of title 


and encumbrances. 

The commercial bill is not in use as a method of credit; the cash 
credit is also absent. 


These loans are granted in the usual way, needing no description; 
there is a committee to receive applications, valuers and appraisers and 
a decision. Loans are granted to about half or three-quarters of the 
estimated value of the prui>erty, if mortgages; to a somewhat higher 
value, if pledges. 

Securities are various, viz, paid-up or pan ly paid-np shares, jewels, 
Government papier, laud and house propo ty and personal seeuritv. 
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preference being* given in Madras city in the order named. In 
Madras city mere personal security is strongly objected to and 
in fact generally refused; it was deliberately stated in tuo large 
societies, that in that city it is not safe^ owing to the facilities for 
bankruptcy; no respectable person, it was said, will stand security 
exec])b for very short periods (three mouths) since the habit of evaxling 
debt has grown up. In the margin of the rules of a large bank 
which has collapsed, there is a pencil note by a director that the ruin 
of the bank was due to loans on personal security. This is a 
very unsatisfactory condition, but in rural parts this want of 
conlidcnce, these breaches of faith, do not exist to a material 
degree. 

The method of repayment is that of the Building societies ; suppose 
a man has one share payable in eighty-four rnoiiihs at Be. 1 per month; 
a loan is granted to him for Rs. 100 upon mortgage of a house worth, 
perhaps, Rs. 150 ; this loan he repays simply by his ordinary monthly 
instalments of Re. \ plus interest; at the end of the eighty-four 
months from the date of his entering the society, his share will, 
as usual, bo worth Rs. 10^-8, and his debt is therefore wiped 
off. If his loan k for Rs. 500 he must take five shares. Hence he 
is able to pay off his debt by small monthly fractions—a very useful 
jdan to those who get monthly pay. 

Method of allolting Loans ,—Since nearly every member—at least 
three out of four—of an onlinary Nidhi wishes to borrow, there is 
much competition for loans. Most of the Nidhis seem to grant loans 
according to priority of application ; a list is made, and members get 
loans in turn, some Nidhis give directors j)Ower in case of pressing 
need to allot out of turn. It is hardly necessary to remark upon the 
possil>le results ; the winding-up reports show that officers’ and 
directors’ friends are apt to obtain priority, and it is conceivable that 
if much power is loft to a secretary or ill-paid manager, those who 
obtain lus favour in any way, obtain undue priority. Moreover, with 
the limited funds at disposal, those who are in the greatest need, must 
frequently fail to got a loan in time to be of use. 

Some few Nidhis conse^^iuently adopt the auction premium plan, 
usually that in which the bidder offers a premium of so many rupees 
the loan, the highest bidder wins and the premium is deducted 
from the ainoiuii of the loan, with the full amount of which he is, of 
course, debited. 
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Some adopt the 90-call«l'ballot/system, this simply decides the 
question by lot. At first sight it would seem the liest method as 
avoiding favouritism and the cost of premiums, but it has been largely 
abandoned in America in favour of the auction system, and the new 
English Bill of 1<S'.)3 e.xpressly forbids it in .all new societies, because, 
apparently persons join societies merely to gamble for the lots, which, 
if they win, they sell at a high price to those in need, thus realizing a 
heavy profit which should have gone to the society ; in fact a society 
seems to be often formtxl by a ring of speculators who gamble for the 
subscriptions and share the profits. 

In/erest. —The interest in many Nidhis is high ; in some it is, 
facie, unnecessarily high, but it must be remembered, in comparing 
rates with those of money-loiulers, (1) that all dealings are, in theory 
at least, regular and clear and open to comjilete ins];)ection and audit, 
(2) that in loans payable by instalnoonts counter-interest at the same 
rate is allowed on all instalments, while sotccar.9, specially under the 
‘kanthuJ system, allow no interest on instalments, (3) that all 
borrowers of regular loans are necessarily subscribers who share in the 
profits of the Nidbi, and tliereby obtained a further set off against 
the cost of their loans. For example, a loan of Its. 100 is granted 
at 6J per cent, repayable in eighty-four months (seven years) by 
monthly instalments of 1 eacli; in these seven years the borrower 
will have paid as interest (GJ x 7) Rs. 43-lJi. But since he has 
repaid his loan by the usual subscription of 1 rupee per month, on 
which interest at 1 pie per rupee per month (6 J per cent, per annum) 
is allowed, he will be credited with pies, equal to Rs. 18-9-G : 

hence for the accommodation of a lump sum of Rs. 100 repayable by 
monthly instalments over sov^eii years, he has paid about R.s. 2fj, if 
interest upon interest is negleetcrl. From this again is deducted his 
share of the additional profits*^ due to him as a member. 

Loan values, —The maximum value of loans to a single person is 
pi-actieally fixed by the number of shares he may hold, since each 
share is for Rs. 50 or Rs. 100, and fifty shares is the geneiul 
maximum to be held by one man ; Rs. 2,.500 or Rs, 5,000 is the 
maximum loan. The minimum varies from Es. 5 upwards. The 
small loans are usually the special ^ small lot ^ loans bearing liigh interest 
and for short terras ; regular loans are not of less value than one share. 

Vurpose of Loam, —This is stated generally as for payment of 
prior debts, purchase, huikliug or repair of liou.scs, purchase of lands, 
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nia!Tia.^os an(] payment of assessment; usually the orrler staled 
is that ^^iven above, and tlie last-named is only mentioned by one 
Nidlii* In a veyy feto cases is the improvement of lands (digging of 
wells) mentioned but tbe purchase of laiids and of cattle are 
oceusionallj stated, the redemption of prior debt is common, a.nd in 
some cases the repayment of a Government loan is mentioned, 
probably when a loan has been called in for brofieh of conditions. It 
is to be remembered that nearly all those Nidhis arc in towns, mostly 
large ones; hence, ngricidture is seldom re}>resented, and the 
Government assessments are iliose due by considerable and absentee 
proprietors. Nearly all Nidhis exj^ressly state that tliey do not 
interest themselves in the purpose for wliieh the loan is required, they 
look only to the security, this seems to be universal. Evtvn when the 
form of application contuains a query as to the pnr|) 08 e for which the 
loan is requirecl, it is merely put to guard against any objection by 
thini parties that tlie loan was granted otlmrwise than for useful 
family purposes, or it is, rarely, a relic of a past attempt at control ; 
two Madras societies stated that this control was once customary, and 
that formerly loans wore only granted by instalments, after ascertaining 
that the money had been usotl for the specified purpose, probably 
Jiouse-building. Tliis practice seems to hq.ve generally died out, and 
was only intended to safeguard the security given to the Nidhi, as for 
instance, when money was granted for repairing a house which was 
the security for the loan. In this matter tbe Nidhis have adopted 
the ordinary commercial practice and fall short of the tme co-operative 
principle of the guided, guarded and controlled use of credit; it is the 
influence of tbe society on its members towards prudence and 
productive borrowing wbieli is one chief function of tlie German and 
Italian Credit Unions, a function entirely missed by .societies wliich care 
only for the security of their money and tlie due return of profits. 

Government intervention .—All societies liave to be registered in the 
ofliee of the Kegistrar for Joint Stock Companies ; they obtain 
incorporation by this registration and foil under the operation of 
the Act. Tbe duties of fhe Rc^gistrar are simply those of 
registration, the examination of the articles, the issue of a 
certificate of incorporation, the registration of any changes, the 
levying of certain fees, the grant of inspection of documents and of 
eo|)ies, and the writing of an annual report, which, however, is not 
int^mded to be more than a skeleton of hare facts. District Magistrates 
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have recently been required to make or cause to be made an annual 
inspection of the offices of the companies within their jurisdictions and 
a report on the same : the matters for inspection are simply those of 
sections 63, 65, and 69 of the Act relating* to the establishment of a 
registered office, the affixing of a signboard, the use of a proper seal 
and designation on all documents, and the placing in public view of a 
eertiiin statement in the Fund office ; they should also, in districts 
where Nidhisare numerous make widely known, probably through their 
District Gazette, the provisions of sections 8j^-85 of the Act, relative 
to the appointment by Government of special inspectors for particular 
companies on good cause shown by a certain proportion of 
the members. 

The only other Government intervention is that of the receipt 
of direct taxes under the Income-tax Act and Municipal Act (if in 
I\runieipalities), of fees at the registration of a society or of subsequent 
documents, &c., and of indiroct taxes in the form of the usual stamp 
duties and fees for the registration of documents. 

U%e made of the Loans ,— \ very large nimibev have been used 
in house-building, showing that the Nidhis fill a position similar to 
that of English and American Building societies. The payment of 
old debts is very frequent, marriage expenses are a considei-able item, 
as also land purchase, land improvement and well-digging are very 
rare. It is stated by most Nidhis that the grant of cheap loans has 
<lone i^uch for the help of the members, but the want of funds is 
frequently mentioned as a reason for not doing much more. Several 
Nidhis, especially in the Ceded Districts, sta,to expressly that many 
of their members have, by joining the Nidhi, ‘^boeu relieved from 
the elutehes of the money-lender,’^ and personal enquiry on the spot 
am])ly confirms this. 

Jiesnlfs iqmi memhers, —It is aKSserted that habits of thrift, 
foresight, business, punctuality, public spirit have been aroused and 
strengthened : this is probable. On the other hand, very experienced 
men consider that cheap money has often begotten nnthviPt and 
extravaguncc, and they consider that to attain their full measure of 
usefulness, the Nidhis should control, in some measure, the purposes 
to which credit is put. d^his corresponds with the opinion and 
practice of the host European authorities and may be taken as 
axiomaiiie; it is not merely cheap credit, but controlled credit that 
Nidhis should sup[)1y. OP what benefit is it to a man that he can 
47 
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Ijorrow Rs. 1,000 for a marriage on no higher terms than lls. 500 
formerly, if it merely leads him to borrow and spend accordingly ? 
“Lightly come, lightly go,” is but the record of experience. Nor is 
It less embarrassing to owe a bank Rs. 1,000 than a notocar Rs. 600, 
in ca-xe, indeed, of the borrower’s death, it may be much more so, 
from its greater anioiint. 

TJnpunctuality is much complained of, especially in the case of 
members who do not draw regular monthly incomes; this is but 
natural, and is found in Eiirojie and the TJnitod States also, among 
the non-wage earnere, siieli as peasants, shopkeeiiers, fee. Thi.s fact 
points to the need for an adaptation of the system to such classes ; it is 
a priori impossible that societies started for and by oftlcial and other 
stii)endiary classes, should suit those whose incomes are of uucertam 
date or accrue only at certain seasons. Out of seventy societies 
taken at rarnlom, of which the winding-up reports were auiilysod, no 
le.ss th.an forty-two failed .solely or chiefly because of arrears ; both 
licnefitcd and non-beaefited subscribers made detault, but specially 
the former. 

It seems that punctuality is in India the hardest to learn of all 
business lessons, and, as has been stated, it is probable that 
nnpunetuality is connived at, if not encourago<i, by re.ason of the 
heavy penal intere.st which results ; in one Nidhi three-tenths of the 
income was from fines ; in another and very large one the net profits, 
after deducting guaranteeri interest, were practically obtained from 
this source. Here then i.s another result of the greed for dividends ; 
if these were fixed and all surplus went to a reserve or to works of 
utility, it would no longer be the interest of managers to allow 
unpunetuality, and the Funds would serve the great purpo.se ‘of 
instilling the virtue of punctuality into an unpunctual elientole. 

AAvantorjen, actuid or pomible ,—These will have been understood 
frorn tlie foregoing sketch ; they are the introduction of co-operative 
principles and habits, the stimulation of thrift and providence, the 
inculcation of business habits and punctuality, the cheapening of 
credit, the insuring, so long as the rules are observed, that the 
members will, if non-borrowers, get back their money with interest, 
and if borrow ers, that they are secure from all annoyance so long as 
they pay their dues punctually, and that all dues will be rightly 
credited to their accounts ; business is extended by cheapening loans, 
and not by entrapping the unwary and ignorant, profits are to be 
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Bouijht by the cl ^velopmeiit of cheap credit and not by squeezing the 
^ individual debtor ; the intcrost of all members, bat especially of 
borrowers; is, or should be, the primary aim of the directors; and not the 
development of largo profits for the benefit of the directorate and the 
noii^borrowers. Small savings are duly eared for and receive interest 
higher than can be obtained in the Savings bank ; sums nearly as small 
as savings deposits are received with the educative benefit of compulsory 
regularity; petty capital is retained in the neighbourhood in 
which it is saved, and utilized m situ ; societies and borrowers are iu 
immediate couhict, so that the expenses of enquiry and insurance 
against risks are reduced to a minimum ; debts are repaid by a series 
of small equal instalments, so that, while the borrower repays with 
ease, the .society can recover in the Village Court, and its security 
increases in proportion as the debt is repaid ; all payments are 
recorded in the member’s pass-book so that he cian note the amount 
at his credit, or the balance which he owes at any moment; 
the accounts of the society are, to a certain extent, published, and 
audit is not only possible but general. 

Such are some of the possibl(3 benefits of the Nidhi system and 
many of these are realized in daily pmctice, nor is there the slightest 
room for doubt that these societies, whenever they have been properly 
worked and supervised, Jiave been of very great benefit to their 
members in so far as regards the grant of fairly cheap credit, easy 
methoils of re|>ayTnent, and genuine accounts ; it is needless to 
contrast these advantages with the conditions of private lending. 


llfiCOMMENDATlONS. 

It remains to consider what form of institution is best adapted 
in this presidency for rural credit^, the difiiculties in the way of the 
banlvs, and the best means of promoting them and their well-being. 
The jx)stiilates of credit viz,^ proximity, the security of the lender, 
and facility and safety to the borrower, will be assumed, as nlso 
the corra3tness of the axiom that credit must be based on thrift, that is, 
tliat the thrift of lenders shall provide the funds for the use of 
thrifty borrowers. 

The form of the banks .—No central bank, not even a district bank, 
can satisfy the conditions of Taoillty’ and ^proximity^ when the 
borrowers are the village folk, the great mass of whom hold lands 
assessed at less than Its. 30, nor can they look at riu'al credit business 
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when the loans aro^ as in this presidency, the petty loans evidenced 
by registration, court and other statistics. The vast bulk of all 
loans are below Ks. 50 ; even mortgages below Rs. 100 number half 
the total mortgages and average only Rs. 4.4 ; the records of the civil 
courts tell the same tale, since, in this presidency, for 1895, no less 
than 59'4 per cent, of all suits, exclusive of those in village courts, 
were for suras below Rs. 50 including the interest claimed; if 
village courts are included, the 2>roi)ortion is 68'9 per cent. Again, 
including village courts' which tried 61,000 suits, the percentage of 
all suits below Rs. 20 was 45-25 per cent., so that nearly half of all 
suits were below Rs. 20. This being so, it is clearly useless for any 
bank outside a very small circle to think of supplying the country-side 
with the credit it needs. Nor is it conceivable that tlie borrower 
could obfciin fiom such a bank cither facile, cheap or safe credit, the 
expenses of enquiry, the risks of loss on 2 >etty loans to unknown 
jwrsons, would lu-eclude facility, while the element of safety, would be 
largely wanting, since ‘safety-" requires that the destination of the 
loan shall he a 2>roductive one, that it shall he used in prcKluction or 
towards economy, and that money shall only be borrowed for such 
jiurpose. Credit banks cannot and do not enquire into tlie purpose 
of a loan provided the security is suflicient, whereas it is of the essence 
of village credit that the lending institution shall be a powerful aid to 
the borrower in checking extravagance and in suggesting useful 
outlay. 


Nor is it possible that State banks should satisfy the need foi- 
riuul credit. Still h'ss than Cential banks can they satisfy proximity; 
thoif agents indeed may be amongst tbe i)eople, but a paid agent is 
merely a machine to pay out, to receive, and to enforce hard and fast 
rules ; the loans might be matle secure to the lender, but solely by 
the overwhelming jwwers reserved by the State creditor, while the 
safety of the borrower, except as regards loans similar to those 
under tlie Land Improvement and Agriculturists Loans Acts, 
would fail of being met, since the State can hardly influence the 
individual in the matter of prudence in his individua.! action.s. 
The boiiower need not be thrifty, nor would the loan ^iroceed 
from voluntarj savings but from the national taxes, unless 
toe State deliberately utilized the funds of the Savings banks 
in such loans. But it is difficult to see how the State could ensure 
that its loans should be granted only to thrifty persons and for 





M^OVISiON OF BOllKOWlKCr FAClLmiil^. 



productive use, unless they were limited, as now, to improveiyient 
loans; this, however, is not what is meant by Wal credit/ There 
are, further, oveuwhelminc^ objections to general State credit; such 
are the enormous amount of necessary business with the consquent 
abnormal development of a bureaucratic agency whieli, ki/po/hesi 
would interfere in the daily affairs of every mai/s life, the gigantic 
sums I'oquired for the supply of general credit; the development of 
ti\e habit of leaning upon the State, and of identifying it with the 
pros 2 >ority and misfortune of the peo|))e, a tendency to regard the 
State creditor as a money-lender, vvlio, especially under the popular 
delusion of the State s illiriiitable wealth, co\ild bear to lose individual 


debts; the odiiiin atf^chod to the State as enforcing, as it would be 


bound to enfore, rigid pnuctuaiity and com]>]ete repayment of dues ; 
the political objections to a State assuming the [)osition of general 
cieditor with the consequent temptation by its debtors to general 
repudiation; the interference with private! trade and the stilling of 
all efforts at self-help. 

Central banks and State banks being thus found objectionable, it 
follows that what will be cdiiefly required for the credit work of tlie 
Madras dist ricts, are small, local, locally worked insiibitions on the 
lines of the European village institutions; it is Village banks, not 
District or even Taluk banks, that are required. It does not app«*ar 
probable that institutions like the great Scotch hanks will ever arise 
to send out their thousand branches and agencies into every village ; 
the genius of the people and the absence of a note circulation by banks 
seem to ride out this possibilit}. In the absence of great institutions 
with the peculiar ability of the Scotch banks, the only alternative 
is the local Village bank wliich satisfies the postulates of proximity, 
security, and facility, and, in one form or another, is found in 
tbousaiids of instances in Europe and America; such are the small 
Swiss joint stock banks, the Popular banks an<l Tjoan societies, the 
Savings banks, Building societies, Positos, &c. In one form, moreover, 
that of the co-operative Village bank, it satislios the final 
postulate of true credit, viz., that of ^ safety ^to the borrower. 

The decisive advantages of Village banks are as follows :— 
(1) their absolate proximity to the borrower, (2) their ability to 
excite local confidence and consequently to diuw in local capital, 
(8) their exact knowledge of their clients and their inlliience over 
them as co-villagers ; their consequent ability to prevent fraud and to 
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disjiensc with searches in. Registration offices; (4) tlieir power of 
making the smallest loans and of undertaking operations, however 
petty, in consonance with village custom and individual needs ; in 
fact, oi (jiving preference to small business ; (5) their ability to dispense 
with any prior general liquidation of debts such as has been demanded 
as a preliminary to tlie establishment even of Taluk banks, they 
would ascertain in each case the borrower’s prior debts, arbitrate with 
the creditor for a favourable settlement for cash down, pay down the 
smn settled, and accept the debt as due to themselves ; (6) their 
ability to work cheaply, almost gratuitously, and thus to provide cheap 
credit; (7) their retention of local capital and of all prolits thereon 
within the village, and, in the ca^c of co-operative societies, their 
retention of all profits for the members and borrowers ; (8) theii 
ability to act as agent-s and brokers for their members in the sale of 
pnKluce and purchase of necessaries ; (9) their capacity of acting as 
village granaries, lending grain for maiiitenauce and seed in ordinary 
years from their own resources, and, in times of distress, from those 
resources supplemented by State or other grants ; (10) their ability to 
act as intermediaries between the State and^he individual, whether in 
matters of loans for land improvements, ' cattle, &e., or in other 
agricultural or industrial developments, or in times of seasonal stress ; 
(11) their power of iullueneing borrowers towards the true use of 
(Tcdit, and of watching the utilization of loans in accordance with 
conlriw4; (12) their ability to prevent fraudulent defaults and 

collusive sales of pro})erty, and, in cases of default, to utilize 
advantageously the small properties accepted as securities for loans ; 
(j:3) their tendency— in the cas^i of Co-oj)erative banks—to group 
themselves into unions for mutual development, iostruction, inspection, 
and audit (14) their steady, educative influence in matters of thrift, 
association, and self-help by their continuous presence in the village, 
by their continuous oliject lessons, and by their frequent, though 
small, calls upon the activity, thought, and service of their members ; 
(15) their tendency to develop high forms both of individual capacity, 
of public life, and of national chameter. 

These village banks, then, may assume several forms : they may, 
as Joint Stock banks, imitate the ^ minuscules societies anonymes par 
aetions ’—the tiny joint stock banks— of Six’itzerland, with their 
little knot of capitalists and their share capital of a few hundred 
pounds, they may possibly assume the form of the State aided 
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romtnanal banks of Alsace-Lorraine^ they may be Savings banks m 
origin, dealing in credit merely as a mode of plax;ing their funds either 
directly to borrowers or indirectly through loans to credit banks; 
they may be Nidhis either of the present or of a developed tyjMJ, 
developed in their iK>\ver of safely attracting capital, and of giving 
long-term loans ; they may lie village granaries storing surplus grain 
at harvest, and lending it out among the ryots for sewl in the 
cultivation season, they may be Agricultural associations with credit 
annexes, a most desirable form of institution, or finally, and most 
desirably, they may be true eo-opemtive societies and banks, 
operating through, for, and uj)on, the members, stimulating and 
collecting their savings, calling forth habits of thrift, economy, and 
prudence, guiding their outlay into productive channels, giving them 
credit for productive and useful purposes, promoting co-operative 
dealings in sale or purchase, and stimulating activity, union and 
associated action among the too isolated units of village life. 




\_Extracls from the Report hy Mr. J. R, Cahill on AgrienUitral Credit 
and Agricidlmal Co-operation in Germany. Cd, 6026 of 1913i] 

MOliTCIAOE (LON G-TERM| CREDIT. 

In the number and variety of the agencies tliroiigli whieli they can 
obtain long-term mortgage credit on relatively easy conditions, land- 
owners in Germany, both large and small, enjoy signal advantages as 
^ comi^ared with the corresponding classes in this country. Setting aside 
for the moment the Joint Stock Mortgage Banks, the whole of tliese 
agencies are in the nature of governmeutal, non-profit seeking 
institutions—-using the word governmental’in a sense that woidd 
comprise the State, provincial^, district, municipal (or communal) 
authority as well as those cor])orations of landowners which rank as 
public bodies. The various agencies may l)e divided into three main 
classes according to the purposes for wliieli their loans arc granted. In 
I the first class there are four groups of intitutions, namely, the Laud 
j' Mortgage Credit Associations {Landschaffen) , the State, Provincial, 

; and District Mortgage Credit Banks, the Joint Stock Mortgage 
J Banks, and the Savings Banks, all of which grant moidgage credit 

i 

[ ^ without requiring, in ordinary oircumstances, any declaration as to 
i the purjioso of the loan. Tlie second group comprises the Land 
I Improvement Funds, the liand Improvement Annuity Banks, the 
I Provincial Aid Banks, and the Imperial Insurance Institutions, all of 
I which grant loans mainly for specific land improvement or building 
i underf^ikings. The third group is that of the Rent Charge Banks, 
^ which are concerned with loans in connexion with the creation and 
equipment of small holdings. 

By far the most im{M)rtant class is the first: at the present time 
the total value of the outstanding loans granted on landed properties 
by the institutions comprised in it approaches £400,000,000. The 
Land Moitgage Credit Associations and the Savings Banks are 
represented in this total by about £170,000,000 each. With the 
. exception of the Savings Banks and of the relatively unimportant 
Prussian Land Improvement Puuds^ all these mortgage credit 
organisations obtain funds mainly (when not exclusively) by the issue 
of ]an<l mortgage bonds. Thus the German landowner, by virtue of 
his institutional rnortgago credit, is enabled to mobilise, as it were, 
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a high proix)rtion of the value of his landed property by the creation 
of bonds tliat liow into the general system of securities, so that 
instead of only being able, like the English landowner^ to provide an 
individual mortgage security of very limited currency, he possesses 
facilities for converting a mortgage charge into a security realisable 
at any time in the general market. 

The Land Mortgage Credit A>me{ations,—tweYLiy-ihree in number, 
of which six were foundtxl in the period 1770-1790, and the remainder 
hetween 1825 and 1896, are associations of borrowers for the purpose 
of procuring loans by the issue of bonds securcvl by the c‘olleetive 
mortgage charges registered against their landed proj>erties. These 
bonds are not secured by specific mortgage charges, but by the body 
of mortgage chargos of each particular association, supplemented 
by its reserves and the aeenmulated sinking fund payments of 
mortgagors. They are non-profit-seeking organisations, and, except 
ifi two cases, they possess no share capital. The Prussian Associations 
limit their operations to a single Province, extending them occasionally 
over portions of an adjoining Province or State ; the areas of the 
non-Prussian Associations coincide with those of their respective 
States. 

These associations rank as public corporations (in Prussia their 
olhcials have a status similar to those employed by provin<:^ial 
authorities) ; they are subject to State supervision through a Royal 
Commissioner, and their articles of association and regulations require 
the sanction of the Crown or the Minister of Agriculture. They 
possess certain special privileges, such as the authority to distrain 
without having recourse to the oixlinary ci^dl procedure. They are 
{ulministered by a Central Board, which includes at least one 
permanent salaried official who has passed the State examination 
qualifying for the office of judge. This Board is subject to the control 
of a Committee or Council of Administration, and of a General 
Assembly, both elective bodies. Directors are also elected for the 
cliief divisions of the areas of tbo Associations and a further 
decentralisation is secured by the District Committees. 

A landowner becomes a membor of an Association when such an 
Association acquires a mortgage on his land ; membership ceases with 
the eauccllation of the mortgage. Landowners living within the area 
covered by an Association and fulfilling the conditions imposed by its 
articles of association, may not be refused Joans, and they m.ay claim 
48 
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them up to the amount for which their estates after valuation furnish 
the security required by the particular regulations. The earliest 
Assoeiations admitted to membership only large owners holding under 
specific tenures, but, especially within the last generation, and 
particularly as a result of the great Agrarian Conference of 1894, and 
the subsequent action of the Prussian Government, which urged the 
individual Associations to devote more attention to the needs of the 
smaller proprietors, small landowners have been brought within the 
range of eligibility. That quite small owners may now obtain loans 
is evidenced by the fact that one Association, lending up to half the 
value of estates on first mortgage, fixes the minimum loan at £15, 
some others fixing it at ; at the end of 1911 one Association had 
loans outstanding upon 284 properties of under 12i acres, another 
granted (in 1911) 34 loans Uix>n proi>erties of less than ^ acres, and 
1,480 loans on properties of over 2 i ?xcres, but not exceeding 25 acres. 
The maximum limit to the amount to be lent upon estates is fixe<l by 
most Prussian Associations at f tbs or I rds of their value as a first 
mortgage charge, in the non-Prussian Associations one-half is the 
usual limit. 

The loans are, as a rule, made not in cash, but in bonds, which the 
borrower either realises independently, or takes to the Loan Bank of 
his Association (if such a Bank has been established), the latter selling 
them on his behalf or making him an advance on their security. 
Intending borrowers may choose the rate of interest to be paid, the 
rates most usually open to their choice being 3, 4 and 4i, per cent. 

Bonds of various denominations are issued; there are bonds of £3 15^., 
£5, £7 10.?., £10, £16, £20, £25, and up to £160, some Associations 
issuing those of £250, and the Central Association those up to £500. 
These bonds, which are not redeemable by holders, have consistently 
maintained a strong position in the market ; thus at the time of the 
Napoleonic wars, when Prussian 4 per cent, stock sank to 20, Silesian 
land bonds never fell below 50. 

Tlie loans granted by tliese Associations are not subject to recall : 
the rate of interest is as modemte as ix»ssible, being closely related to 
the prevailing market rates for money, and cannot be raised, and 
while annual payments are required until at least a certain percentage 
of the capital debt has been aeeiiTnulated in a sinking fund, repayment 
may be made by additional instalments at the mortgagors^ convenience. 
Costs arising in connection with valuation and other preliminary 





cxi>eiises aro kept as low as possible, and are often waived by the 
well-established Associations ; tlio necessary contributions towards the 
cost of administration of the Associations are, moreover, relatively 
inconsiderable, as the ojfliee holders, apart from the Syndics, usually 
rive their services gratuitously. Proper consideration of loan 
applications is secured by the fact that these organisations are 
thoroughly conversant with agricultural conditions, and are 
in a position [to appraise the value of estates and the business 
capacity of owners through their local representatives, who 
are themselves agriculturists and members. Through these 
local representatives, who as members are directly interested in 
the Associations are also the good management of their Association, 
enabled to secure continuous supervision of the mortgaged security 
without incurring expense. 

Of the sixteen Mortgage Credit Banks, which have been established 
for the whole of a State, Province, or Vistrict within a Province, and 
whose liabilities are guaranteed by the public authority of Buch areas, 
only one, namely, that at Hanover, restricts its mortgage loans to 
those on rural property. The original purpose of many of these 
institutions was to assist medium and small landowners, by loans on 
reducible mortgages, to redeem burdens or servitudes which still 
attaohal to the possession of their holdings at the time when the 
emanci^xitory legislation declared such charges to be commutable. 
They have lost this special character, and have all developed into 
institutions for mortgage and communal credit. The total of their 
outstanding loans amounts to about £100,000,000, of which half has 
been lent on mortgage security. Funds are mainly obtained by the 
issue of bonds, which are recognized a>s trustee securities, but working 
capital is also provided by de|»c/sit8, payments by borrowers into 
sinking fond accounts, accumulated fund,s, and grants or loans from 
the State or other authority concerned. The bonds of these Banks 
are, in most cases, redeemable by the banks themselves, (but not by 
the holders) by drawings, but as a rule a certain period must elapse 
after the issue of bonds before a Bank may include them in a drawing. 
Most Banks pay their loans in cash, not in bonds, as in the case of 
the Landschaften, 

These banks have served in an especial manner the needs of 
medium and small landowners, and afforded them facilities for obtain¬ 
ing loans at moderate rates of interest, not subject to recall, and 
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^repayable in small, fixeil annual instalments (with power to make 
additional repayments on giviuj^ notice of from three to six mouths). 
Sums as low as £15 are lent by at least six of these Banks ; and one 
Bank grants loans as small as £^ 10s. Tlie rates of interest usually 
range at the present time from 3A to 4 per cent.; and there is, in 
addition, an annual charge for cost of administration (usually i to J 
per cent.). Sinking fund payments are eompulsoiy in most cases, 
and the minimum amoimts are variously iixwl at f or 1 per cent. 
Repayment may be made by the presentation to a Bank o£ its bonds 
bearing tho same rate of interest and the same nominal value as bonds 
issued to the mortgagor in respect of a loan. 

These Mortgage Credit Banks are usually exempted from stamp 
duties and coui’t fees. They have also the advantage of the eo“Oj)ei*a- 
tion of the local revenue autlioiities, or other public oflicials {e.fj.y 
officials of public savings banks). Some banks appoint private 
persons resident in different parts of their areas as their agents, in 
order to be in a position to obtain further information with respect 
to boiTOwem. They are thus enabled not only to secure the necessary 
local information and supervision, but can also bring credit facilities 
within the convenient reach of farmers throughout their areas. It 
is worthy of notice that these Banks do not hesitate to endeavour to 
attract clients, whether borrowers or deiX)sitors, by advertisements in 
daily and other papers. 

There are in Germany 37 Joint Stock Mortgage JBmih (excluding 
the Hessian State Joint Stock Mortgage Bank), which are commercial 
undertakings, constituted, in accordance w ith the Imperial Mortgage 
Bank Act of 1899, for the purpose of lending money on mortgage 
security. Instead of being assoeiations of borrowers, like the 
Landschaften, they are associations of lenders, which were largely 
modelled upon the MU Fonder oi France. The kst-naraed wa^ 
founded in 1852; of the 37 German Banks one was established in 
1858, 27 in the period 18G2-73, and 8 in the period 1894-96. But, 
unlike the Credit Fonder, which possesses a monopoly for the whole 
of France, the German Mortgage Banks represent a decentralised 
system, in which any of the Banks is free to extend its business over 
the Empire. Their business lias greatly developed: thus in 1880 
the total of their outstanding loans covered by mortgages on urban 
and rural property amounted to £77,385,000, in 1900 to £3o7,882,000 
and in 1911 to £554,870,000. 
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classes— aucl ^^niixetl” Mortgage Banks. 
The forincr, 29 in number, trict their business to the following : 
Joans on mortgage and issue of mortgage bonds ; the acquisition and 
si^Ic of, and lending on, mortgage security; the grant of loans to public 
bodies and to light railway undertakings; the purchase on commission 
of stocks and shares ; the collection of bills and cheques; safe-deposit 
business, and the accei>taiiee of deposits at interest. The mixed 
banks engage in ordinary banking business, but speculative busim^ss 
is prohibited. 

All Joint Stock Mortgage Banks reiprire the special authorisa¬ 
tion of the State ; and are subjt'ct to State supervision in every 
branch of their business, each Bank being assigned a Coinniissioner 
who, before any lx)nd is issued, has to certify that it is duly covered, 
and who, jointly with the Bank, has the custody of all its books, 
documents and cash in band. 

Only about 6 per cent. (£31,1)00,000) of the total mortgage 
loans outstanding at the end of 1911 were secured by mortgages on 
rural estates, and in 1909, 91 per cent, of the total loans outstanding 
on rural mortgages had been granted by one Prussian and seven 
Bavarian Banks. The Act requires that, in so far as bonds are 
issued npon the security of rural mortgages, half of the total amount 
of this claos of loans, which are advanced by any Bank, must be 
made subject to annual sinking fund payments of at least One-quarter 
per cent. ; the majority of Banks require such payments in respect 
of all their rural loans/and fix the miminum at one-Iialf per cent. 
Rural mortgagors must be accorded the right to re]>ay loans in whole 
or part before the stipulated period under the sinking fund scheme, 
and may only waive such riglit for a period not excelling ten yeai^s 
from the date of Joan. Moreover, although the aiunual payracuts 
on account of interest remain unchanged, regardless of the progres¬ 
sive diminution of the capital debt by payments to sinking fund, 
yet the iiiUnest falling upon the amounts credited to sinking funds 
is annually applicable to that fund. No agreement permitting a 
Bank to call in a loan is valid. Minimum loans are fixed by some 
Banks —the Bank showing at j.resent the largest total of riii-al loans 
fixes it at £50 ; and the maximum loans may not exceed three-fifths 
of the ascertained value on first mortgage, or, with the concurrence 
of the Stak? concerned, two-thirds of such value. Loans must be 
paid in cash as a rule : i)ayment in bonds is only permissible if the 







articles of the Bank expressly permit it, and the borrower gives his 
fjssent. In the latter event specific authorisation must be entered 
ill the eoulraet for the borrower to repay in cash or in bonds of the 
Bank, at his discretion. Bonds of various denominations are issued, 
the minimum nominal value ajipears to be £5, and the maximum 
£250. In 1909, 58*48 per cent, of the value of the bonds bore 4 
per cent, and 89*65 per cent. 84 per cent-; since that date bonds have 
been issued mainly at 4 j>er cent. Except in the case of six Bavarian 
Mortgage Banks, these bonds are not recognized as trustee invest¬ 
ments, but almost without exception they are accepted as first class 
security by the Imperial Bank. Mortgage bonds may not be issued 
to an unlimited extent; pure Mortgage Banks may issue only up to 
15 times the amount of their paid-up capital and reserves, unless 
previous to 1900 a Bank held the right ,to issue in excess of that 
multiple, when a maximum multiple of ti^mty is fixed. Mixed 
Mortgage Banks are limited to a lower multiple. Adequate publicity 
is secured by statutory provision, every Mortgage Bank being obliged 
to publish, not later than in Eebruary and August of every calendar 
year, in the Official Gjiy.ette and in the news-papers selected for its 
regular advertisements, detailed statements showing its position. 

German Savings Banka are mortgage credit institutions of very 
great importance for farmers; in 1910 their total investments in 
runil mortgages may be estimated at £170,000,000, At that date 
Prussian Savings Banks alone, out of the total of their invested 
fund.s, which amounted to £579,000,000, had £115,000,000 outstand¬ 
ing on the security of rural property. They are pre-eminently, 
especially in Western Germany, the sources of mortgage credit for 
small and medium farmers, whom they accommodated also at a time 
w*hen no other mortgage institutions were open to them; and they 
now provide, in effect, nearly every district with a public mortgage 
credit institution. 

There are no Post-Office savings banks in Germany. The great 
majority of public savings banks arc institutions established, managed 
or supervised, and guaranteed by the communal, district, or urban 
authorities, apart from whom they do not exist as legal entities. 
At the end of 1910, there were 2,844 puldic savings banks in Germany 
(excluding Brunswick) ^vith 7,104 branches or agencies, and 228 other 
savings banks with 294 branches. The total deposits of all theso 
banks reached the substantial sum of £840,000,000; in 1800 and 
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1900 the coiTOsponding (igurea were .€257,000,000 and €112,000,000. 
It may be noted in parsing tliat the deposits of English savings bank.s, 
Po.«t Office and other, did not amount in 1909 to 80 per cent, of the 
German total. While German public savings banks do not usually 
accept deposits of le.ss than one shilling, the maximum dejwsits 
receivable in respect of any one account often reach a very high 
figure. In Prussia in 1909 there were 895 outof 1,.506 public savings 
banks which fixed no limit, and for 291 banks the limit rangwl from 
€500 to €2,.500. As a result, these banks tend to be used as deposit 
banks by the well-to-do classes. Their atti'aetiveness consists not 
only in tiie security afforded, but in the relatively higli rate of interest 
|)aid. Being institutions independent of a central authority they are 
not obliged to accord a rate of interest fixal for all savings banks, 
but can fix and vary tbeir I'ates according to the local circumstances. 
Thus some find it necessary and profitable to pay 3J or 4 per cent., 
while others obtain ample deposits at 3 and 3.1 i)er cent. Tlio magni¬ 
tude of German savings bank deposits is also to be explained on 
other grounds. Although private banks, both lai^e and small, are 
very numerous in Germany, great joint stock deposit banks have not 
as yet attained the, same development as in the United Kingdom, 
where, at the end of 1910, the number of bi-anch banks amounted 
to 7,151, whereas the total of branches, 9,genaies and deposit offices of 
large banks in Germany in 1911 amoimted to about 1,200. Invest¬ 
ment by small capitalists in the shares of joint stock and limited 
liability companies being less easy owing to the fact that shares of 
the former may not be lass than £50, or of the latter €25, their money 
Is deflected to savings banks. Private insurance, so common as a 
form of investment of savings in England, docs not appear to have 
developcfl to the same extent in Germany. 

The spread of communal and district banks, which serve more 
particularly the rural population, has been promote<] by the Central 
Authorities, especially those responsible for agricultural matters, 
who have also coiista.ntly urged these banks to adapt their conditi<*ns 
of loan to suit the farming class. The special advantage of these 
banks is that they provide farmers with a public mortgage credit 
institution in their immediate vicinity, and facilitate personal rela- 
tious between borrower and lender. As a consequence of its local 
knowletlge a savings bank may genera,lly dispense with a special 
valuation and ite attendant costs, which, for a central credit institution, 
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might be out of proportion to the amount of loan. The cost 
of supervision is also saved. For the small farmer the procedure 
proves far simpler than when bonds have to be obtained and marketed, 
and otlier formalities satisfied as in the ease of the Lamhc/iaflen, 
Their disadvantages consist in a higher rate of interest, liability to a 
rise in the i*ate or to the recall of the loan, and the limited facilities 
for reducible mm-tgagcs. As to the rate of interest: in 1909 the 
proiloniinant rate of interest ]-/ayable on the bonds of the LanMchaflm 
was per cent., and on those of the State and Provincial Mortgage 
Credit Banks and 4 ]Mir cent., and on those of the Joint Siioek 
Mortgage Banks 4 and -Si, whereas in the same year -SS’S per cent., 
of the mortgage loans made by the savings banks were at 4 per cent., 
and 55*09 per cent, at over 4 but not exceeding 5 per cent. Loans 
are liable to be recalled owing to tho circumstance that savings banks 
must bo in a position to re:ilise their assets if necessary at short notice; 
and they reserve the right to raise the rate of interest in order not to 
bo losers in tlie event of an increase in the rates paid for de^xisits 
rendering nnrenuinerative a former nite fixed at a time when the 
deposit nite was lower. M^ith respect to rediu'ible mortgages theic 
occui-s the same difTiculty of lending money for a longer period than 
that for which the lender has received it, but in recent years 
there has been a considerable increase in the volume of rural mortgage 
loans granted subject to sinking fund payments. In 1909 nearly 
per cent, of the outstanding rui’al mortgage loans granted by 
Prussian savings banks wore granted on these conditions. 

Most savings banks restrict their Mortgage iiivestment/S to 
proficrty situate in their own or neighbouring districts, or lend less 
upon a pmpertv not within such limits; and a Prussian Ministerial 
Onler enjoined that the lending of money on mortgage security 
outside the area of the bank should only be admissible wdien a fixed 
peric>d of raleroption is stipulated, and when such mortg'agos do not 
exceed the fourth part of its total mortgage investments. Under 
jireseut circumstances, the greater part of the money collected within 
the particular areas is thus devoted to investment within the same 
areas. Savings banks usually fix the limit of mortgage loans at from 
one-half up to two-thirds of the ascertained value of tho pro])erty. 
Many banks, however, >Yith a view to encouraging the creation of 
snuill Iioldings and allotments, are prepared to lend up to three- 
fourths or even five-.sixtlis of the value of newdy piirehased holdings 
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situated within tlndr distiict, provided that at least one-half jier cent, 
, of the capital is to he repaid annually; in s])eeiai circumstances this 
sinking fund payment may be waived for a peno«l of two yeai-s, 

In most Pinssian Provinces there are liand Improvement Funds 
or Land Improvement Aniuiity Banks, which form in fact branches 
of the [novineial admini.stration. They were founded as a result of 
t he demand by agriculturel organisations for the provision of credit 
for Lmd improvemenf vvhieli should lie adequate in amount, not 
Biihject to ret'all, amortisable, and bearing moderate interest. In 
Saxony, flavaria, Hesse, and Oldenburg, Land Improvement Annuity 
Ikanks also exist. But these institutions have not dev'elojKxl any 
great volume of business, nf>r have loans b»x»n usually made to indivi¬ 
duals, except in Prussia, where, down to the end of HlOS, £^50,000 
out of £5(5.5,000 lent Inal Ixmii giunted to large landowners holding 
under famdy or oilier sjTceial .settlements, and an a<lditional £40,000 
to other landowners within the same jieriod. In Bavaria and Saxony 
where these E5anks show greater activity, the great bulk of the loans 
have gone to communal authorities for water supply and for local 
schemes of drainage and road construction. The Bavarian Iiegislature 
has recently (1908) extended the scope of the Bavarian Bank'’ to the 
loan of money for pr omotirig the proelnetion and supply of electric 
light and jiower, esiiecially in country districts, as well as the erection 
of dwellings tor rural and other work-people and the settlement on 
thelandof agricultural labourers; and at the same time the limit 
of value ol bonds (for which the State is guarantor) in circulation was 
raised from £1,500,000 to £4,500,000. 

1 ho Prussian Provincial Aid Banks grant citxlit mainly to bodies 
of a public or semi-publie eharaeter— to communes, unions of 
communes {hreise), school and ecclesiastical organisations, and 
co-operative societies, csjx'cially those for land improvement. In 
Iwo or three prevince.s, however, loans on mortgage security are 
made rather extensively to indiviVlual owners. Like the Prussian 
liund Improvement Banks they are eondiicted as a department of 
the proviueial govern meat. 

Under a Prussian Act of 1850 seven Rent Charge Ranh were 
created, c.'ieh to serve one or more provinces, and authorised te. issue 
bonds te landowners in settlement of charges and servitudes due to 
them (but dcxlar^l by an Act of the same year to he commutable) 
and b> collect from landholders llius relieved annuities comix).sed 
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of inlerest and sinkinj^ fund paj^rnents. The special duties thus 
iKSKi^ned to them appear to have lapsed with the redemption of the 
liabilities involvotl, and the Banks were suspended in I88L Ten 
years later they were re-established for the especial paqmes of 
the now poUoy of settling small and me<liam holdei’s on the land. 
Their pa^sent functions are :—(1) to issue bonds on certain condi¬ 
tions to vendors upon the sale of their property for conversion into 
small holdings up to three-quartei-s of the selling price, and to 
collect the annuities due thereon; (^) to make advances in connexion 
with the creation of small holdings (for pajnng off charges, erecting 
dwellings and farm buildings, &;c.); aud (8) under eertaiii conditions 
to settle by cia^sh payments with co-heirs to propertit^s coining under 
the Small Floldings Acts. 

These Banks are, in effect, the financial departments of the State 
organisations, known as the (jeneral Commissions, in connexion with 
the creation of small holdings. The Small Holdings Acts, by virtue 
of which State credit (that is, through these Banks) is gmnted, allow 
any |KU’sari or body to undertake the division and settlem>‘nt of a 
property, but require, before State credit is granted, that plans for 
division, equipment, settlement, &c., must be approved by the Genei’al 
Commission having jurisdiction. It should l>e observed, however, 
that these Banks, which from 1891 to 1909 had issued bonds of the 
total value of £5,600,000 in res]iect of small holdings, do not represent 
the entire extent of State action in Prussia as regards land division 
and settlement. In the Provinces of West Prussia and Posen, 
where these Banks do not operate, the Settlement Commission—a 
State organisation with some COO officials which was created in 1886 
a!id has been amply endow(‘d with funds—stated at £30,000,000 down 
to 1911—purchases, divides, and distributes estates, and undertakes 
all the necessary financial trans^lc^ious connected therewith. 

Finally, under the lna|)erial Invalidity Insurance Act there exist 
thirty-one Insurance Inst iM ions j each with an independent legal 
status, and operating within a particular State, groups of States, 
Province, or District. These iusbitutions receive the contributions 
of, and pay the bemifits to, all persons insured under the Act against 
invalidity and old age. The Act authorises a certain proportion of 
the funds to be invested ibr purposes of general social welfare witliin 
the distnet4S of the various institutions; in 1909, £11,0^5,000 was 
invested in bans for the housing of the working classes and £5,143,000 
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m loans for agricultural ])uri)oses. Under the latter heading 
arc iiieliidal loans for light raihva3's in riiia! districts, for land 
improvement, and for the improvement and eonstmetion of roads. 
Tjoans are usually made to or thi-ough non-prolit-seeking eo-oi)eiative 
societies, employers, or to communes; seldom to individuals. 
Mortgage security is generally required, loans are subject to recall 
at three or si-v months’ notice, and sinking fund payments are 
obligatory, while facilities for addditional repayments of debt 
appeared to Ire allowed. The predominant rates of irrterest now 
charged range fr-om 3 to 3f per cent. 

lusirrance Companies have invested nearly three-quarters of their 
funds in mortgages, but only an insignilieant projroi’tiorr in rural 
mortgages; in 1907 only 790 loans of the total value of 435, 000 

were outstanding on rural mortgage.s, as against £162,710,000 on 
urban mortgages. Even this small total of transanctions is decreasing. 
Such companies are legally permitted to make loans up to three-fifths 
or two-thirds of the valuation, but special rules prescribe that they 
must not, as a rule, lend over £10,000, and in the case of loans of 
over £.5,000, special valuations must be made. 

From the foregoing summary of the organisation of German 
nrortgage credit it will bo seen that German landownerc, both 
large and small, are amply provided with credit agencies which, 
mainly of a public character and non-profit-seeking, grant loans 
up to one-half or two-thirds of the valuation on first mortgage 
at moderate and unchangeable rates of interest, not subject to 
reaill, and repayable by small annual instalments to sinking 
funds, with facilities to make additional repayments on giving 
diort notice. The Joint Stock Mortgage Banks form an e.vception 
in respect of profit-seeking, but the Mortgage Bank Act secures 
CiTtain imjiortant advantages for landowners; and the savings 
banks, although in theory they are debarred from granting loans 
not subject to recall, do lu fact lend a considerable amount against 
reducible mortgages (which are not subject to recall) and, as regards 
the balance, are seldom forced to exercise their right of recall. 
Although not aiming at profits, these organisations are able to 
realise surpluses, the State and other Provincial or District Institutions, 
as well as tlie savings banks, contributing considerable sums annually 
to their guaranteeing authority for jmblic purpo-ses ; while the 
xjatid^ukafloi, esfiecially as a result of aneillary business ifi-y-, their 
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Loan Banks), are able to apply substantial sunisS to ibe relief of tlic 
iiulebtedness of t.lieir members. 


The organisation of German mort/gage credit presents the further 
important feature of decentralisation. The savings banks provide 
nearly every district with a public mortgage credit institutioii ; and 
the special organisation or organisations for mortgage credit in each 
Prussian province, or in each State, bring their services within the 
eonveincnt reach of fannei's throiigbout their areas by their system of 
!<x)al representatives. 

Excej)t in the case of the saving hanks, capitsil is mainly obtained 
by the issue and sale of laud mortgage bonds, for whose interest and 
capital the particular institution undertakes the resiwnsibility. The 
Landscha/teri alone appear to leave to the Ixirrower the realisation 
of these l)onds, facilitating this, however, through their loati banks ; 
the other institutions jmy the borrow^er in cash at a rate slightly below' 
the current market rate, realising the bonds on their own account at 
the same time or at some suitable future date. The borrower has 
usually to j)ay from J to i per cent, as commission for this service. 
Loans by the issue of bonds are advantageous as not being subj»3Ct to 
recall or to an increase in the rate of interest on the pirt of the lender, 
and as allowing the boiTowev to repay his debt by the pui*chasc and 
presentatioa of bonds of the same class and issued by the same 
institution when such bonds are low in price. Their principal 
disadvantage consists in the iK)ssible depreciation in value at the time 
of loan, although the Ixirrower is liable to pay interest on and to 
redeem tlic Kian at the amount of the nominal value of the bonds (or 
must purchase and bonds when higher prices 

pm vail). 

The organisation of institutional mortgage credit in Germany 
has been immensely facilitakHl by the complete system of registration 
of title in that country. The uniform systcun, based on the Prussian 
medel and introduced for the Empire in lOOO, {»rovides for obligatory 
registration of title, prority of each registeral charge in the order 
of its registmtion, and freedom of ins 2 >ection of the registei’s. These 
registers, drawn up for small areas and maintaineii by them, descril)e 
each estate and recitx^ all personal charges usufructiuiry rights) 

and other charges ; and in general, no claims against such states not 
duly registered are v.alid in a court of law'. It may bo added that 
the total costs in connection with the regislration or cfaneellation of 
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iTiort-gag"Cs are moderate. The reg'istration ot a moitgage cha^j^e for 


£500 in Prussia costs £2, and its eaneellation half that, amount, 
iucludiug in each ease the notarial and court fees. Compulsory 
rogistmtiou of title as it exists in Germany, Austria-Hungary, and 
Russia, or at least compulsory registration of deeds (as in hranee, 
Belgium, Holland, North America, and elsewhere^, api>eai‘s an 
indispeoBable pre-re<piislte for the foundation of a system iiiuier which 
landowners may obtain mortgage credit on suitable terms by the 
creation of land bf>nds which would take their place as first-class 
securities in the open market. In Ireland registration of deeds has 
been in force since the eighteenth century, and by reason of the 
ti-ansaetions under the Land Acts, registration of title has taken place 
with regav^I to a great jx>rtioii of the country ; in Scotland there is 
registration of deeds ; but in England the system of registmtion of 
deetls appears to be in operation only for Middlesex and Yorkshire, and 
of registi’atioii of title only for London. 


PERSONAL (SKORT-TKUM) CREDIT. 

Under this heading is considered credit basest mainly on the 
security of the general standing of the borrower, or of the borrower 
and his surety, as well as on an implicit estimate of his or their 
assets in the event of ultiinatri default, as distinct from credit l>ase<l 
on the definitely assigned security of real projxjrty. The former 
credit tends to have the further distinction of being sought and 
granted for relatively short terms. 

For tlie provision of this form of credit in adt^quaie amount and 
on suitable conditions as to interest and repayment, fanners, especially 
medium and small farmers, re(|uire a different credit organisation from 
that which has been evolved for rnerchaiiis and manufacturers ; and 
for certain rather obvious reasons. The outstanding feature of the 
agricultural indu.stry is tlic length of periixl of production. ithin 
limits the manufacturer can ha.steu at will the process of production, 
and re|>eat his produces, or the trader can restock his store several 
times within the year ,* for the farmer the time of beginning and the 
time of finishing production are fixed by nature. Although the 
duration of the i>ericHl of production may be shortened to some 
extent, artificial hastening processes are not applicable in most cases, 
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impor(».ntj branches of ag'riciilture the period of productiori may 
extend over eeveml years : thus a foal requires three or four years, 
and a calf two or three yeiirs before becominj^ ntilisable or marketable. 
And the returns of agricultural production are more iinccrlaiu than 
those of commerce and industry owing to accidents of harvest, risk of 
tiisease, jxvrishahility of pnxluce, and other causes. Another 
peculiarity—making due allowance for depressions and for numerous 
Bt'asonal trades outside agriculture—is the irregularity of monetary 
returns from year to year or their tendency to fall in certain months 
or periods in each year. Unless his farming is mixed the farmer 
obtains his main receipts in autumn, when he sells his crops. Under 
these circumstances a; banking system which aims at a rapid 
turnover of funds and grants credits of three and four months, with 
one or two renewals for like periods, is of very little advantage. 

Ur!>au bankers, being naturally more conversant with commercial 
or industrial undertakings, arc loss capable of judging the siandiug 
of a farmer and his business cap>acity. Credit implies confidence 
and facility of supervision ; but the banker is unacquainted with 
farming, and farms are comparatively isolated units, usually more 
or loss remote from the banking otlice. Ordinary commercial tests 
arc not often applicable, especially where smaller farmers, whose 
lK»ok-kee])ing is apt to be very iucornplete and unmethodical, are 
coneeruod. Tlio same difliculty presents itself as to any proposed 
sureties, who are also likely to be farmers. Other banking security is 
often out of the question ; and the procuring and bringing of 
sureties to the bank involves great i)ossibIe loss of time and expense. 
The world in which tbe banker or bank manager moves is not that 
ot the farmer, so that personal knowledge is infrequent. The wliolo 
situation is rendered even more unfavourable by the supplanting of 
small country bankers by biuDclies of great banks, which are directed 
on fixed lines from headquarters, and whose managei's arc frecpiently 
changed. Commercial banks cannot, moreover, be brought nearer 
than small towns; even a branch office (as distinct from, a ifioro 
depositing office) entails a minimum expenditure for salaries and 
office of from £^00 or £ij00 per annum. The smaller farmers offer 
also little attraction to the ordinary commercial banks as borrowers, 
and, apart from other disadvantages, pay for the small loans they 
require an unduly high percentage as interest and commission. As a 
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resnlt farmers cannot obtain from l)anks, organised mainly to servo 
industry and commerce, credit in suitalde amoimt, at reasonable 
interest, and on the security winch they can usually provide. 

Yet, while commercial banks have become less satisfaelvory from 
the standpoint of the farmer, liis need for working capital lias greatly 
increased. More scientific and iutonsivo farming, made necessary by 
competition which has boon facilitated by im[)roved and cheapened 
transport, refrigeratory processes, and other causes, requires more 
capital expenditure on labour, fertilisers, feeding-stiiffs, and 
nnichinory ; payment in kind is being gradually entirely au])erscAhKl 
by payment in currency, while money wages are higher; and other 
expenditure, including cash payments to the State and other public 
authorities, has increased. 

GennaiA farmers have advanced very far towards tlie solution of 
the problem of obfainiug adequate credit at moderate rates of 
interest and on convenient terms of payment by means of the 
17,000 local co-operative banks established and conducted by them¬ 
selves, such Imnks being further organised in ceutiul co-operative 
banks. The membership of 14,993 local banks existing on January ], 
1910, totalled 1,447,700 |)ersons, a figure which represented one- 
sixth of the agriculturally occupied population of Germany in 1907 ; the 
tobil turnover in 1910 of 14,729 societies amounted to £ 261,66.5,000, 
and, at the end of that year, the loans outstanding for fixed 
periods, together with oveidi-afts, to £ 93,034,000, w4iiIo at the same 
date the savings deposits totalled £ 92,429,000, and the deposits on 
current account £10,805,000. At the end of 1911 there were 
affiliated to 37 central banks (omitting the Prussian State Co¬ 
operative Bank) 17,668 societies of all kinds, of which 14,508 were 
credit societies ; and the total turnover of these central banks in that 
year amounted to £410,391,000. 

Different German eo-ojx>ratoi's employed the same plimso in 
giving to the writer the reason for the growth of rurad cXdit 
societies ; ^'they are the children of necessity {(lie Kinder der 
Individual small farmers must, in fact, rope themselves together 
wdth more or less stable bonds in order to be able to present to lenders 
and depositors a security which the latter can accept as a guarantee 
that their money will be repaid in the ordinary way and without the 
exercise of legal pressure. And such local associations can lend 
money to persons not providing '^banking security^^, as they know 
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their trustworthinoss aiid can jud^e their business capacity, while 
supervision is automatically brought into play within their restricted 
areas of o|HU*ation. In ordinary eoinmorcial banking facilities it is 
pmbablo that German farmers of the present day are better off than 
llritish farmers. 4s in England the great German Joint-Stock 
Banks tend to biH^ome greater, and their bnuiches or agencies more 
numerous, but banks working only in one locality, one district, or 
one j>rovince arc far more numerous in Gernian 3 \ There are over 
^(>0 small jointz-stock bai»ks, iH^sides the urban cc-opemiive banks, 
about 1,200 in nuinlxiu', and private bankers aa*e estimated by lca<ling 
writers on (Tcrmaii banking to number from 1,000 to 0,000. In 
nejirly every country town in Germany may still be found one or 
more sul>stautial banking firms ; and fi^om these, if only by reason 
of proximity, freedom of action of managers, relatively good 
kuowkxlge of agricultural matters and |>crsons (as often 

establisheil in countiy district centres) and of competition among 
themselves, it might have been exj>ected that farmers could have 
obtained credit on suitable terms. 

Despite this multitude of Raiffeisen banks, their large membership 
and business, PuOFfissoR Ribsser, the most eminent authority on 
German commercial and industrial banking, writing in 1912, 
ol^servtHl that much still remained to be done and must be done in 
this direction, as ^^agriculture requires a credit system adapted to the 
sjKicial nature of the eoaditions of itvS production.” And a 
distinguished Prussian Minister of Finance, in the course of a 
parliamentary debate on the budget of the Prussian State Central 
Co-operative Bank, for whoso foundation he was directly responsible, 
declared : '^This must be our goal—to have a co-operative loan bank 
in practically every pansh of the wbole mouarohy^'^. 

Rmferisen (1818-1888), with whose name rural co-o|>eraiive 
banks have l)ecome associated, began his eo-opeiutive career in the 
wiiittr of 1817-8 with the foundation in a small village of a 
benevolent society for obtaining corn and fxitatoes and selling them 
at low prices to the poorer inhabitants; this society was one of 
many of the same type'fouuded in Germany almut this time, when 
very serious distress prevailo(l. Two years later he foundol in 
another village, a society which at first bought cattle and sold them 
to ]»oorcr landholders, hut wliieli later lent money on sui’ety 
directly b) the latter for this purpose. Upon his tmnsferenee as 
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burgomaster to Heddesdurf, near Neuwied on the Rhine, ho 
founded a third benevolent society with various objects, but 
especially for the procuring of cattle for, and tlio gmnting of credit 
to, poorer farmers. This society, which gradually became merely 
a loan society, wa^ composed of well-to-d') inhabitants living 
in or near the village of Meddesdorf, who lent to Jess 
fortunate inhabitants of the area, obtaining capital on the security 
of their colleetive unlimitetl liability. The assisted ])orson8 bad 
nothing to do with the society, whose members jieled as guaranteeing 
intermediaries Ixjtween the capitalisi and themselves. The fii'st 
association founded by Raiffeisen in which the fundamental co¬ 
operative idea of the collective liability of tlie l>orrowers t-hemselveB 
appears, was that of Anhausen (180!^). There were already in 
existence co-o| 3 ei*ative societies with unlimited collective liability, 
which had been created by Scuui//e of Delitzsch, a small town in the 
Piovince of Saxony, for the purpose of procuring credit for tlieir mem¬ 
bers, wiio were mainly artisans, small employers of la)>onr, and small 
6hopkee]K?i‘s. But Raiffeisen had in view the needs of agriculturists. 

At the present time the majority of Raitfeiseii banks in Germany 
may be said to present the following features :— 

Limitation of area, so as to secure mutual personal knowUMlge 
on the pp-vt of members ; 

Low shares; 

Permanent indivisible reserve fund; 

Unlimited liability of the members ; 

Loans only for productive or provident purposes ; 

lioans only to members ; 

C'n^lit for relatively long periods with facilities for repayment 
by instalments; ^ 

The determination every year by the members of eaiJi society 
of the maximum credit that may be held hy individual 
menilicrs at any time as well as of the maximum total 
of saving dejx>sits receivable and of loans that may be 
taken up by the society ; 

Absence of profit-seeking, dividends if paid }x>ing usually 
limited, as a maximum, to the rate of interest paid by 
borrowers for loans; 

Office holdei-s, with the exception of the secretary, not {>aid for 
their services; 
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Promotion of the moral as well as the material advancoment 
of members^ and in particular the purchase of agricul¬ 
tural requisites for sale to members and often the 
procuring of agricultural machines and irnplemonis for 
letting on hire to members. 

Comparcxl with the ordinary urban emlit societies of .the Sohnlze- 
Delitzseh type^ whicli were originally orgariiseil for the special purpose 
of furnishing credit to small traders, employers and artisans in 
towns, many im[>ortant diff('rences apjH^av: The areas of the l)anks 
of the latter kind are not narroudy limited, shares are high, beitig 
rarely less than fel5, and sometimes reaching Ii75 and £100; there 
is no indivisible reserve ; loans are usually made only for terms of 
three months, when they are subject to renew^al, and are repayable 
in a lump sum, dividends, sometimes very high dividends, are paid; 
regular banking ollioes are maintained with at legist two permanent 
paid officials, who form the committee of management, while the 
members of the boawl of supervision receive remuneration; the 
banks confine themselves to pure banking business; and their offices 
are usually in towns. At the beginning of 191 out of a total 
membership of 041,429 members in 1,002 credit societies, 20*01 
per cent, were returned as ‘independent farmers, ganleners, foresters, 
and fishermen.^’ In certain districts farmers arc attached in large 
numbers to these societies, which had spread, notably in the smaller 
towns of the eastern provinces of Prussia, before the Raiffeisen 
movement was introduced in those prnrts. Thus for 85 Schulze- 
Delitzsch societies in east and west Prussia, having at that date 
a total membership of 00,391, 29,278 were returned as belonging to 
the four classes just mentioned; for 34 in Posen 11,130 out of a 
total 22,233; and for 80 in Sulesia 18,451 out of a total of 59,030. 
In many cases wdiere a noteworthy |xjrcentage of such members 
is returned, they are to a great extent large farmei’s, the particular 
society meets the sptjcial needs of landowners by making loans for 
longer terms than the majority of Schulze-Delitzsch banks do, 
allows easy terms of repayment, and in other ways adopits (bo u.sual 
principles of the Raiffeisen societies. Th43re is also a eortiiin numln^r 
who become memboi*s, not with a view to l)orro\ving, but merely for 
the sake of investment of savings, either ?.xs shares or as deposits, at 
a high rate of interest—shares are frequently as high as £75, and 
di\'idend9 at (> or / jjcr cent, not uncommon—this is probably 
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et?[KiciRlIy true of a lart^^e |>r<)portion of the women inenibers returned 
as belon^i^ing to this j^roup and who numbered 13/203 out of a total 
of 170,ti73, or 7*7 per CAmt., in 19II. 

As it is a pnriciple of the Schulze-Delitzscdi system that Ibo 
area chosen should be of a kind to allow of tlie development of a 
regular banking business capable of supporting a salaric’d staff of at 
least two ]Xirsous and of yielding substantial dividends on shares, tliese 
societies are established in towns or mii.st cover fairly wide ari^as. 
The feasibility of the minute supervision of their credits is thus 
diminished and their usefulness to smaller farmers st;riousIy inipaii\?ih 
Their largo moinberslup renders injposaible personal relations between 
rnemlxuT) : in 1911 the average membership was 023, and there were 
societies with 11,650 members, 8,987 memixrs, and several with from 
2,000 to 5,000. Their business attains sometimes immense proportions : 
some banks visited by the writer showed annual turnovers of 
£21,000,000, £10,700,000, £6,700,000,and £3,600,000. Their credit 
is dearer and for shorter periods than that granted by the Raiffeisen 
banks. They repres<jnt in a large measure commercial, proHt-secking 
undertakings, being rather companies of lenders having as their 
primary object the earning of dividends rather than the provision 
of clieap credit. Many have developed into ordinary commercial 
hanks, others have been absorbed or converted into branches of large 
joint-sbxik banks. The smaller societies tend, however, by reason 
of theii b(‘ing 1 vocalised institutions with organs of ad.ministji'atioii 
composed of many persons representative of tlie varion.s producing 
classes of mem hoi's, to be in a better position than proprietary or 
joint-stock banks to judge the character and standing of such 2)ersons, 
and thus aid small men Hiiable to furnish ordinary banking security. 
The general unsuitability of this type of society for German farmers 
is shown by the circumstance that, while they have made no progress 
in country districts the Raiffeisen type continues to spread in these 
districts. 

. The principal functions of Raiffesen banks are: (1) to meet the 
needs of tlmir members for supplementary personal cz*edit or current 
working capital, (2) to promote thrift among the rural po]»ulation 
by receivng their savings as well as the savings of non-members 
and paying intenist thereon, and (3) to act in general as the village 
banker. They are not meant to supply members with their entire 
working capita! but to supplenient it; and, speaking generally, they 
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suiiply such credit mainly on pjorsonal wcurity and for productive 
or prevident pnr]>oses. Ix)ans arc alto fio(pieiitly granted lor imrt 
or full payment for lioldings in those parts of Germany where small 
holdings predominate ; and a certain number of credit societies have 
earried out, with good results, the pureliaso and breaking up of 
fairly large properties. 

German rural societies, nearly all of whieb bear the double title 
of Savings and Loan Banks, derive the greatest part of their working 
capital, in fact, over 90 per een(., from the de|Tosits of members and 
of non-members resident within their own areas. Among the advan¬ 
tages they offer to the rural population as savings banks are' almost 
absolute security, attractive interest, and proximity. The security 
of depositors’ money is safeguards'll in ordinary circumstances by the 
fact that the rural society coniines its business to a small area and to 
simple, well-secured transactions; by the regular examination of the 
state of its business by the board of supervision (whose members bear 
a special responsibility under the Act); by the general knowhxJge 
of the affairs of the society being common to the bulk of the members; 
by regular outside audits; and if all these should fail, through the 
joint and several liability incurred by members. Tins liability is 
unlimited in the ease ot 92 irer cent, of the societies. The legal 
provision that the total amount of the savings deiiosits that may bo 
acwptod, and of the loans that may bo contrsu'.ted by a society, 
at; well as the provision that the limits of the advances that may be 
made to individual members, must be annually fixed by the general 
meeting of memboi-s, prevent the extension of business beyond the 
collective solvency of the members comprising the society. The 
ikistory of German ruiul credit societies ha.s demonstrated the excel¬ 
lence eff the security offered; it is affirmed that depositors have never 
suffered loss. And in the sixteen years 1895 to 1910 only 19 rural 
credit societies were involved in bankruptcy proceedings ; a striking 
record when it is considered that since 1901 there have been over 
10,000 .societies and since 1909 over 15,000 societies of this kind 
in Germany. Compared with other banking and credit undertakings 
—one German writer has computed the frequency of bankruptcy 
per 10,000 undertakings over the period 1895-190.5 as being fifty-five 
t imes more freipieut with them than with the credit societies. 

These societies pay from 0 to 4 per cent.—at least 70 per cent, 
appear to pay 54 per cent, and over—on deiwsits; and they endeavour 
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to obtain <lepo:.uts not only from members, but from iion>membci9 of 
every age and claisii. Savings boxes are distributed, savings stam})S 
and savings cards oE various values are sold, and every snilable means 
taken to collect the uninvested money of the community. As a 
result of their success in this resiiect the savings of rural commnnities 
are utilised for tlic purpose of further wealth production in the same 


Local societies are able to grant loans to their menibers at from 
4 to 5 per cent,; rate-s not exceeding 44 per cent, predominate except 
in the eastern provinces of Prussia, where the j}OX)ulation being 
thinner, and less prosperous, deposits are less abundant, and higher 
interest has to be paid on them, while the credit of the central banks 
has to be more frequently invoked. The central banks lend money 
to credit societies at rates which vary according to market conditions; 
but the normal rates of interest for advances within the ordinary 
credit, as allotted periodically to each society range from to 5 per 
cent. A small commission of jV usually 

charged yearly or half-yearly on the amount of credit taken up. 
The local societies generally levy a single commission of ^ 

per cent, (most usually jV) majority of loans; on advances 

for property purchase or settlement with co-heirs a higher commission 
is usual. The cheapness of the credit appears moi’e striking when it 
is recollected that ordinary commercial credit in Germany is dearer 
than in England. 

Loans are secured for the most part on personal bonds backed by 
sureties, but mortgage security is not imcommon in certain districts. 
The committee usually asks thopurpose of the loan, and usually enters 
this in the minutes of the transaction. Many of the more developed 
societies do not ask the question, being only concerned witii the 
standing of the borrower and of his sureties. Although ruvai socie¬ 
ties are developing their loan business on current account, the 
majority of loans are still granted for definite periods; at the end 
of 1910 loans outstanding on current accounts granted by 82 per 
cent, of all rural credit societies amounted in value to about 28 per 
cent, of their total loans then outstanding. Current account loans 
are especially prominent in the two provinces of Saxony and Pomera¬ 
nia, where the majority of societies have adopted limited liability as well 
in the societies with unlimited liability in Silesia and Brandenburg. 
Care is exercised that loans on current account do not become, in fact. 
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i^tatuling' loafK^. Most socieHos insist that there shall he a rial 
movement in those aeeounts hy ro<]ninn<»* a eertaiu percentage at least 
of. the ovcrdral'is to be‘ re]>ai(l into Ibo account within (ach half-year 
or year; otherwise they call iu the whole amount at once, or reduce 
tlm credit, or raise the interest. 

/Vs to the loaiivS for dctiuite perioils, such are defermined as 

far as possible in aeeonlanco vvilh the desire and position of borrowers; 
tfiey are granted tisually for at least a year, when they are generally 
renewetl on appli<iation ; they may run for two, tlnee, four, or five 
years, but those for longer }R?riorls are far from rare. Societies reserve 
the right to recall loans on notice of from one to three months. Easy 
terms of repaymeut are a marked featiire of Kaiifeisen societies. 
Wlicn arranging for loans borrower*; submit to the coinrnittee the 
length of time for which they reepiire aocommixlalien, and their 
proposed metliod of repayment; and they are usually allowed to repay 
in instalments of equal amounts spread over a period of } ears. It is 
a. not: umisual plan to iix the instalments according to the number of 
yeai*s for which the loan is granted ; thus wliere a loan is gmnted for 
two, four or five years there is due each y(jar from the borrower fifty, 
twenty-five, and twenty ircr cent, of the loan respectively. Borrowers 
lire always allowed to make additional repayrnenis on giving notice— 
usually one to three montiis^ notice is recpiired— to the society of such 
intention. R(‘pnyment.s of loans appear to be maintaimHl in satisfac¬ 
tory relationship to fresli loans: in 1901) and 1910 the societies in the 
Iiupndal Federation (to which over 80 per cent, of all rural credit 
swdeties arc atfiliaud) granteil fresh loans of the value of £15,075,000 
and £10,910,000 resjieetively , while the repayments on outstanding 
loans amounted respectively to £9,J^70,000 and £10,990,000. In the 
same years the amount j)aid in ty members on current accounts 
amomitiKl to £29,878,000 and £08,518,000, while the amounts j)aid 
emt to members on the same accounts amounted to £80,088,000 and 
£84,180,000 respectively. 

But it may be a^ked: what course is taken when deposits are 
inauflicicut (or even aou-existent,as upon the establishment of a society) 
or when they are ever-abundant ? As a rule ereilit is obtained, 
or any excess of deposits over current needs lodgeil, at a central 
co-oiwn-ative bank. From the beginning RAU FEisfiN recognized the 
necessity for combination among niral credit societies so as to provide 
them with a permanent centre at which depositing and borrowing 





be advaiitan^ooiisly transacted by non-profit-seekings ovganiBa- 
tions \srhkh at once understood and took account of the s|x'eial fiuancial 
structure of co-opei-ative societies and of the conditions of their 
bndneas. At the present time over 90 p<u' cent, of the ninil credit 
societies aiv. shareholders or members of co-operative centi'al banksj of 
which there are nearly fifty (iacludiiig as separate hanks the twelve 
bi'anehes of tlie Ilaiffeisen Central Loan Bank) in (fermany. 

These C(.ntral banks are organised according^ to ju'ovinces or States. 
The Ccnrinn Agricultnral Central Loan Bank, founded by llAiFVKfSEN 
in 1870, extends its operations over the whole of Germany, hut it luis 
dccentmlised its business by the creation of 12 branches, which limit 
tlnur openitions to fixed areas co-extensive w’ith a province, part of a 
province, or adjoining provinces, a State or congeries of small States, 
and which form in fact provincial banks. The other central hanks in 
Prussia are atbichcd to the Prussian State Central Co-o|)ei*atiYC Bank, 
w^hieh occupies in rog^atxl to them in some respects the same position 
as the liaiffoTsen Bank occupies in re£>‘ard to its hi'anches. The scheinej 
of organisation for Prussian societies is, therefore: (1) local societies 
balancing as far as possible monetary supply and demand among their 
memljers; (2) provincial hanks adjusting similarly the needs of their 
constituent local societies; and (-3) larger organisations at Berlin 
(namely, the State Bank and the llaiffeisen Centnil lioan Bank) 
balancing su])ply and demand among the central banks, obtaining 
necessary credit, and making necessary investments on the money 
market, for them. 

Outsido Prussia no State (.'entral Co-operative Bank has fwen 
established, but in all the larger Stales Hie eentml banks aro in 
receipt of State advances or credit to**assist them wdien flic m^metary 
demands of the local societies arc in excess of the dq>osits of the latter 
and of other available capital. 

Commercial Banks urge that the granting of loans for the long 
periods rixpiived by agriculturists w'-ould not lx* advisable, as their 
capital would be unduly ti(Kl up. Such banks natni-ally wi.Nh to 
realise pix)fits by the frequent turnover of their capital; thej" often 
operate on small margins ; and the bulk of their customers, >vho are 
traders and manufacturers, do not as a rule leave money for long 
periods on depo.sit witli them. Rural co-opeiative societies are not 
profit-seeking speeulativ^e undertakings; and German rural .societies 
have found that tlie capital ou which they mainly depend, namely, 
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SHvings deposits of memljers and non-members, tends to remain with 
them for long pariods. Should a sudden call come, which they are 
unable to meet out of their immediate resources, their solvency is 
jira-ctically assured through their cential bank j in the last resort only 
would they be obliged to exercise the right, which they reserve, to call 
in loans. 

No English agricultural credit society established under the 
Friendly Societies Act—the small numlHir existing have all lieen 
established under tiiis Act—may grant on loan to any member, to h« 
held at any one time, a total exemling £50. German registered credit 
societies are only restricted to the extent that every society must fix, 
for each year by resolution of a general meeting of members, the 
maximum of the total advances that individuals may hold at any one 
time. Some societies fix this maximum at a very high figure— 
occasionally up to £5,000 and more; a large number of societies do 
not allow the committee alone to grant the maximum thus authori.sed, 
hui, require the additional assent of tlie Iward of supervision, and often 
fix a lower figure for the committee alone. The mlvantage of tins 
facility is that societies are enabled to arlapt their credit business to 
the nceils of their members and to the state of development of their 
own resovmies. The actual amount of credit extended to individuals is, 
of oourse, deiiendcnt on the standing, character, and other seevnty 
furnishevl by each api-licant and the bulk of the loans granted by 
rural societies are for sums not exceeding £50. Taking as fairly 
represenfative of German rural credit societies the 4,000 societies now 
attached to the Federation founded by Raiffeisen, it is found that, 

in the years 1908, 1909 and 1910, about 45 [>«>• cent, of tlieir 
loans ontatanding, which t«hlll«l 860,000 to 376,000 (1910), 

were for sums up to £15, a further 16 per cent, for over 

£15 np to £25, and a further 17 i«r cent, for sums over £2o up to 
£50 Ten wr cent, of the total were for sums over £I0(). 

^ It is sometimes coutendcxl in England that, as farmers liave a oim- 
siaerable reluctance to letting neighbours know that they req«,n> 
crcilit, they are not likely to bon-ow from a credit society. Prwti- 
eally consLrod, such objection should carry htt e weight It a 
small farmer borrows fi-oni a hank he must explain us jxisi ion anc 
i>, in- usually two sureties. These sureties are generally his neighbours 

and the occasion often the market day, when other neightenrs also 

travel to the ixarlicular town. And banking offices in sm.all towns 
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are wont to be established, net in remote streets but hard by the 
market places. Further, a countryside is a small world where every 
farmer knows his fellow-farmer^s position or can deduce it from 
external evidence. In the ordinary German village bank the grant¬ 
ing of a small loan does not imply meeting the whole committee; 
application is usually made to the secretary, and the tmnsaction 
usually carried through without any further formalities. Absolute 
secrecy is imjRiswl upon the secretary and other office-holders, and, 
given the small areji, such secrecy is more easily enforced. In Germany 
it is mther the difficulty of the sureties w hich holds ohief place; 
many societies with limited liability now assign to members an oj>en 
credit up to three-fourths of their liability without further security. 
And, as regards the w hole matter of IxuTowing, it is one of the aims 
of a rural creilit society to bring borne to membci*s that farmers, 
like other prodiieei’S, recjuire to have credit at their command, and that 
It is no blot on their business rej)utAtion to be borrowers. 

As reganls the co-opeiutive credit movement in England, the 
view ap[x‘ars to be not uncommonly Iield that the predominance of 
tenancy, instead of ownership, is a chief obstacle to its development; 
that the collective liability of a society composed of persons who 
are mostly tenant farmers cannot offer adequate security to dcjwsitors 
01 other suppliers of working capital, and that the security offered ])y 
the individual borrowing tenant to his society is necessarily wmker. 

The decisive iinixirtauee of ownership in this connexion may 
fairly be contested. To take the matter of the society. All members 
are liable to their society either up to a certain fixed amount under 
limited liability or up to the full extent of their assests under un- 
limite<l liability. In the ordinary coui*se the committee and heal’d 
of supervision of a society ivill draw up and periodically revise an 
estimate of the means of oa(.'h member, based on the valuation of 
each member's holding, on the rent jiaid, possibly on the income Lax 
a-vsessment voluntarily furnished to them, on the stock held, or on 
other supplernentiir}' tests of well-being; and in this way the 
maximum security offered by their members is ascertained. In 
Prussia, it may be noticed, this valuation, which is undertaken at 
regular periods (and duly rectified, if necessary, in the intervals), is 
suliinitted to the local surveyor of taxes, who is authorised to correct, 
if necessary, the sum total but not the individual valuations placed 
opposite the name of each meiuber. But this sum total wouKl 
01 
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naturally not be taken as representing; the ordinary security of the 
society for the pnrjwse of credit; it siiftlces that a small pereenta<?e 
be taken. The Prussian State co-opeiative Bank lends up to a 
maxiinnin of 10 per cent, of the assests of members as returned and 
checked by the local surveyors of taxes in the case of st->eieties of 
unlimited liability, while it grants societies with limited liability an 
ordinary maximum credit of 75 per cent, of the collective liability 
of their members. The llaiiTeisen Central ]ix)an Bank grants to its 
societies (all with unlimited liability) in Prus.sia a norma! credit of 
10 i>ei’ cent, of their assests, and to those outside Prussia, whore the 
returns are not usually cheeked by the surveyors of taxes, a normal 
credit of 5 per cent. The Saxon and Pomeranian Central Co-oiwrativo 
Banks fix the maximum credit at 7.5 per cent, of the collective 
liability of each of the affiliated societies; the latter have adophnl a 
liability limited to £10 or £12 10s. per share held, and tlieir members, 
speaking generally, are obliged to take up one addition.al share for 
every £100 of aasossetl value over the fii-st £300, so that the maximum 
credit rests on the security of, roughly, the tenth part of the tax* 
able property of members. It does not a)H)oar that any appiBcdable 
risk would be involved in giving to a sec.iety a maximum credit of 
five per cent, of the collective worth of its mcmbci-s as returned on 

the combined authority of the committee and lioaid of supervision. 
Societies will naturally require a pmiod of notice before resignation 
of membership may take effect—the German Act fixes the nnminum 
period at tlirc^ months and the maximum at two years; members, 
though tenants, will not all lie siinultaiieonsly desirous of resigning; 
their leases do not all expire at the same time; and they will not 
be all in debt with their society or all geneially insolvent. 

Or another basis might be adopted. Wlien Pru.s.siau societies do 
not furnish a detailed statemant of the. assests of members, the 
Pnissian State Bank allots to each such 8.Xiiety a maximum credit 
of from £5 to £15, at its discretion, iier head for each meralicr; 
and a South Germ.an Bank, iu estimating the credits allofable the 
niial credit societies in business relations with it, assesses the value 
of each society, in case it should be necessary to recover any claims, 
at the rate of £10 per mcmlier. The Prussi.n Bank docs not 
coniine its rule to rural societies: urban soeioties come within its scope. 
It will hanlly he questioned that English rural societies, even tho,’e 
cotnposcxl entirely of tenants, offer a sounder security on such a basis 
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than <lo those urban societies of small tradesmen and artisans to 
whom the Pi'iissian Bank hnds it safe to lend money when organised 
in a registered co-operative society. 

As to the nature of the security obtainable by the society from 
tenant boi rowers, it may be rt^oalled that ilie aim of a co-operative 
society is to fuinish supplementary working capital on personal 
security, that is, upon the. security of the general standing of the 
borrower and of bis business reputation, supjwrted, if necessary, by 
sureties, the ultimate security implicitly involved being the realisable 
value of the iissests of the Ixwrower or of those of both Ixurov/cr 


and sureties. In Germany this ultimate security consists mainly 
ill piopcrty, and in so lar members are able to provide a better 
underlying security. Rut tenants have leases, and cannot leave 
at a moinent^s notice; they possess pereonal projxnty, stoi^k, 
machines; their business capacity aud character is known in their 
neiglibourhoorl; and it is always open to tliem to provide sureties, 
who need not be meniWrs of their society. As societies do notprefoud 
to furnish the entire or major yiart of members' working capital, but 
merely to supplement it, the amount of credit which the members may 
he allowed on these baScs is likely to be in keeping with their needs as 
well as witliin the limits of safety for the society. 'I'he sujx'rvision 
automatically exercisable by reason of the narrow limits of the area of 
rural societies minimises risk of loss, a risk ivliich is further re<luced by 
the power, to be retained by the societies, to call in their loans at short 
notice, when there is gooil evidence of their capital being endangered. 

It can hardly be anticipatal that co-operative credit societies will 
increase at first with great rapidity in England. But English farmers 
are not alone in leitig highly conservative and distrustful of fresh 
projects; in Germany the succe,ss of the movement was largely the 
result of the intensive propaganda carried on continuously from many 
sides as well as of the effective assistance of the State. 'I’lie same 
pei-sistent and penetrating propaganda work will be required in 
England; aud jirogrcss will probably be slow, as in Germany. 
There are now nearly 17,000 rural credit societies in that country ; but 
twelve yeans after (1864) the first Itaiffeisen hank w^as established 
there were only about one hundrwl of that typo in existence, and in 
1890 nearly forty yeai-s after—their total number was 1,729. 

Among the chief agencies which promoted the movement, apart 
from the State (iucluding the liMiERoRs William I aud William II., 
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who sliowofl tTieir approval by donations to the Itailteisen Centra.! 
lioan JBaiik, and rulers of Federal States) and the Co-operative Unions, 
which have acted in their seveial districts as the intelligent organisers 
and advisers of co-operative effort in all its branches, may he 
mentioned, (1) the a.gricultural organisations, and especially since 
their creation under the Prussian Act of 1894, the Chambers of 
Agriculture in Prussia; and similar bodies in other Slates; (2) 
clergymen ; (H) toachei-s and eominunal officials in ruiul districts; (4) 
larger landowners; and (5) various educational institutions. 

Raiffeisen, the mayor of a small, remote distriet, was first given 
the opportunity of putting bis ideas into practice outside his own 
restrieted area by the Agricultuial association of the Rhine province. 
His hook describing his system appeared in 1866, when he had alresidy 
founded five credit banks, and attracted in the same year the attention 
of the Association which was considering means for improving creilit 
facilities for the farmers of the province, la 1868 Raiffeisen was 
commissioned by the Association to establish credit societies within its 
area, and within a year he founded 12 new societies. Shortly after 
he was placed in charge of Aid department for lioan Banks established 
by the Association as a branch of its work. Similar associations 
thioughout Germany took np gradually the active furtherance of the 
credit society movement. 

Unlike ScHUiy.E-UEiATZSCH, who conceived his societies as purely 
business orga,nisations, Raiffeisen always laid stress upon the moi-al as 
well as the material aims of his societies, which 'best upon a Christian 
foundation"’ and “aim at promoting the moral and material welfare of 
members.” Clergymen of all denominations in most parts cf Germany 
have given their constant and active support to the Raiffeisen banks 
since their inception. At the present time large nniuber of clergymen 
are to be found acting as chairmen or members of committees of 
management and of boards of suiervision, and in some cases they 
undertake* the duties of secretary. Rurrd teachere and communal 
officials have rendered great services to the Raiffeisen societies, not 
only by encouraging their establishment and becoming members, but 
also by accepting in large numbere the most responsible offices such as 
those of chairman of committee and of secretary. Agricultural 
colleges of every grade, which are more numerous in Germany than in 
England, usually include in their curriculum a course of lectures on 
agticnlttti-al co-operation, while at several Universities (e.g., Berlin 
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Halle) special courses of lectures on co-opeiutiou by various professors 
are given each year. 

Tjarger landowners have also iakeu ^ cousiderable part in the 
extension of tlie village banks, not only by promoting their 
establishment and accepting olSce, but also to a certain exi/ent by 
depositing with and borrowing from them. The chairmen of the 
committee of manag^ement of 50 out of 505 Pomeranian fsocieties in 
one year was a large landowner } in another year out of 720 
Silesian societies there were 200 large owners holding this office. In 
the less onerous position of chairman of the board of supervision they 
are even more numerously represenbxl; and they are veiy generally 
found as ordinary members of both organs of a^lministmtion of a 
co-operative society in those parts of the country, that is chiefly in 
the eastern provinces of Prussia and in the Kingtiom of Saxony, 
where large landowners constitute a noteworthy propoi-tion of ali 
landholders. 

Various reasons account for the more limited participation of 
laige holders in the society as dei»ositors and borrowers. Although 
limikcl liability is regarded by many very competent authorities in 
Germany as most suitable in the case of societies which contain a 
considerable proportion of large holders, unlimited liability has not 
(since 1889) been a chief obstacle: the difficulty lies mainly in the 
dislike of a social suj)erior to reveal his position to a committee of 
two or three of his smaller neighbours or to submit an application for 
credit to them, as well as in the difficulty for a small local society to 
grant credit to such members to the extent that may be required, 
without exhausting their own working capital to the prejudice of 
their other members, or without risking an unduly high proportion 
with a single member. In Pomerania and Saxony (province of), 
as well as in Silesia, a considerable number of largo landholders are 
reported as transacting business with the local societies; in Pomerania 
out of 376 local societies, all with limited liability, there wore 107 
which fixed their maximum total loans to individuals at from over 
£1,000 up to £2,500, 27 at from over £2,500 up to £5,000, and 9 at 
from over £5,000 up to £10,000. In many cases outside Pomerania, 
Saxony, and Silesia large landowmers obtain their agricultural requi- 
sities through the local society of which they are membem, and in 
this way, but seldom otherwise, they often obtain credit from co- 
oiierative credit societies. It may be conceded that local credit 
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aes arc less nocess.iiy to large than to niecliutn and snmli lioldcrs; 
they can usually obtain credit more readily and on better terms than 
the latter from commercial banks^ althoug*li in common with othei 
farmers they usually require such credit for longer period? than are 
customaiy in commerce. And in Germany, at least, such bank 
cretlit is far dearer than co- 0 |>erativo credit, and repayable under more 
unfavourable conditions. That even largo holders in England do not 
obtain all the credit they need at their banks appears clear from the 
considerable volume of credit which is at present extended to farmers 
by dealers and factors for periods of a year or more. 




[ Extraefa from the Froceeilingn of the Fourth Conference of Regisirara 
of Co-operative Credit Socteltes. ] 

Mr. R. W. Cart,yi:,h, C.I.E., Presi'lenfc of the Cotifcrence, said 
that he was glad to rei>ort that there was no check in the rapid 
and satisfactory progress of the movement to which he had alluded 
last year. The figures had not been finally cheekeil and must bo 
accepted as merely provisional. But they showed that the nuinbei 
of societies of all kinds had risen from 1,357 to 2,008, the number 
of members from 149,100 to 184,897; the working capital aggre¬ 
gated nearly 81 lakhs of rupees against jiist’over 44 lakhs last year, 
and the expenditure had inere!i.sed from less than 47 lakhs last year 
to more than 84 lakhs. This was only the fourth annnul Conference, 
but these figures indicated that the movement had already progressed 
far beyond what could reasonably have been expected by those who 
were present at the first meeting in 1900. The progress made during 
the year was all the more .satisfactory, because the annual rejwrts 
showed that in most provinces the aim of the Registrars liad been 
i-atlier to foster growth where the seeds of co-oi)eration had already 
taken root than (o attempt to breidr new ground. It was also very 
satisfmitory that whereas State aid accounted for only 113.0,80,148 
of the working capital or very little more than last year (Rs, (1,51,816), 
loans from private irersons totalled nearly 25 lakhs of rujiees against 
le. 3 s than 12 V lakhs at the end of June 1908. liast year in address¬ 
ing the Conference he had had occasion to jmint out that the two 
questions of vital importance to the future of the movement were 
the best means of providing for the supervision and the financing 
of co-oj)enitive credit societies. In several of the provinces the 
question of finance seemed to have been solved. He was referring 
in particular to Madras, Burma and the United Provitmes, but so far 
as he etiuld judge, he did not think it probable that this que.stion would 
give rise to serious difficulties in the Punjab, Central Provinces or 
Bengal. He did n«4, of course, mean that in those provinces very 
large sums of money would at once be forthcoming, but there w^as 
reason to believe that money would come forward quite as quickly as 
it would be jx)ssible to establish properly supervise<l societies. It was 
too early to say that the question of supervision had been solved any 
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where, but the state of affairs in the United Proiauees and Maelras 
g'ave great promise for the future. The rojmrts for 1908-09 served 
to confirm the opinion expressed by the Government of India in their 
Circular dealing with the proceedings of the third Conference that 
the most satisfactory solution of the problems connected with the 
best means of financing Cash Societies and with future arrangements 
for audit, inspection and control would be. found in the organisation 
of societies as they increased in numbers into local Unions and in the 
fe<ieration, at a later stage, if necessary, of these Unions into Centml 
Unions. At the same time it was of couise possible that in some 
provinces other solutions might be found necessary or desirable. The 
great importance of sujjorvision not being confined to Government 
was well brought out by Mii. Uamachandra Rao’s remarks on the 
danger of insufficient or routine insi)ection by Government officers, 
and he thought that there was a real danger that if Government 
assistance was not kept within moderate limits the v'hole move¬ 
ment would tend to l)ecome departmentalised. He referretl to the 
fact that in many provinces Registrars hml found it desirable to 
confine work to ooncentrateil areas and to avoid establishing isolated 


societies. There could be no doubt as to the soundness of this policy. 
It was far easier to establish in coricentiuted areas Unions which 
could both finance, and, to some extent, sujjervise the societies in such 
areas. Co-operation was, so to sj)eak, in the air. New societies 

were far more likely to be started and to be run on the right lines 

from the beginning. He 8ymi)athise<l with the diffienlties of the 
Registrar of Burma who was nuabio to cope with the demands 
of *1116 public. He was not sure that the Registmr was not 
over-anxious as to a number of societies being started without 
being registered. If such societies sprang into existence it 

wonW not be long before the fact that they were not registered 

under the Act was widely known. A question of great imporUnce 
was how far societies should endeavour to jiay off their members’ 
debts te outsiders. He could not believe that any one who was in 
debt, both to fiie society and to the money-lender, could derive full 
benefit from his society. Of course it was not neceasary that the debt 
should be paid off in one instalment. As long as the society could 
arrange for the debts of its membera being definitely taken over, it did 
not much matter if tlie debts were paid off by degrees. He shai^ 
the doidits expressed by llie registrar of Co-oprative Credit Societies 
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in tlie Central Provinces as to the advisability of allowin|[^ banks to do 
general banking business as well as co-operative credit work, but ho 
l\a^l no doubt the mem)>er8 of the Conference would have something 
to «iy on the subject. Another point to w^hicli he would draw the 
attention of members was the (piestion of devising the l>est means of 
dealing with Co-operative Societies for distribution puriX)ses. It 
would be agreed that management wjis much more difficult in such 
societies than in small Cash Societies, and tlie question how far 
co-opcration for credit and co-o[)eration for distributiou should l^e 
combined was one which deserved careful consideration. The past 
year had shown tliat many ditliculties still remained tx) be overcome, 
but they had reason to congratulate themselves not only on the general 
progress made, but also on many indications that public interest had 
been aroused. There was [>erhaps seme danger that they might be 
urged to move too fast, but the interest which the movement was 
beginning to excite among the general imblic was wholly good, and 
unless this interest increased and spread, it would be im)X)ssible to 
effect that revolution in the economic condition of India which might 
l»e expected from co-operative credit work if it continued to progress 
mth the same rapidity as at ])resent. 
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[K^-frac/x from the Proceedingn of the Fourth Con/erenee of BegktrafH 
of Co-operatire Oredit Societies, 19t)9.] 

How BKST TO ENCOUKAGE TIIK *'VSS1STANCE OF NON-OFKICIAI.S. 

The discussion was opened by the following note pvesente<l by 
Mu. Bucuan (Bengal) in which he advocate<l the formation of Distnet 
Co-operative Committees : - 

“ There is no more imiiortant or more diffienlt question before 
the Conference than the organisation of the future development ot 
eo^Fi-ation. We have come to the stage whem we must choc^ 
between further officialising and more completely iiopulansmg he 
work. Personally 1 consider it vital to the movement that he 
rminellin- power of popular intei-e.st and enthusiasm should be ar-pl ^d 
toll elo-u. .honia b. Jm.cled 

to enli.sting and systematising the co-ope.-atmn of the [leop e m t m 
work of organisation. I offer the following suggestions lor 

discussion : — 

m There are certain facts which few will question;- 

„ ■ In »«rly ev.ry p»vince tte Itegi.lmr h» gnat .I.B.culty 
i„ LLrvWng hi. wtieUc. .ikI rio lime for ,.r,.p.g.r,d..t ,vo,k. 
H»nomryorgoi.im.m lave given n,o« ™l.,.l.le mietaco. but tbe.r 

Tmmbcr and ix)wers are limited. i n i « 

(5) It is not a sound arrangement that the Registrar s lou ^ 

financing agency except in special cases. M e want a 

local capital and a machiucy for attesting and ' 

(c) New forms of agricultural co-operation (productive ami distn 

butive) should be undertaken and are in contemplation. These forms 
present so many variations dependent on local 

Lditions of production, that without active assistance in the districts 
the Registrar can accomplish verj^ little. 

(A I,™ country b» CO-0,.rutiou b«on,. . fore, .nt.l .t lum 

1,women poimlnr movement- And toil ,vilH« in loOm. 

Cif -ViVlmvc to face then UiTO nltornnlivc—(1) sl»PI>»ge it 

or development vilbont gnnmnfce of mfety if one ,^»t 

S retnmed. (*) coneidembfo « of .,n<f u«d tnrt er od.emb- 

satiou of the movement, which we want to avoid ; and (d) co-oj^ra 

ttr with, and extensive devolution of responsibility to, unofficial 
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a^encies^ com bin ml with a proper organisation of this unofficial assis¬ 
tance. There can Ixi no question tliat the last alternative is the best 
it’ it is practicable. 


(4) From what I have seen ot agrienltnral ojgani.vation in Britain 
I feel sure that we want sometliing on the line.’? of the Insh Agricul¬ 
tural Organisation Society^ only much more localised. AVo cannot 
work on a provincial scale yet. A Provincial Bank or a Provincial 
Union would be handicapped to the point ot failure by want ot local 
macliinery. It would be safer and more eilective to briild up to them 
from IjcIow. What I woiiid suggest as a first step is the creation 
of District Co-operati^'e Committees. Each would consist of a few 
(not too many) members really interested in co-opei-ation and represen¬ 
tatives of different areas. We would thus have virtually a number 
of lionorary organisers in every district^ nut acting independently, 
but taking counsel together periodically and working out a common 
scheme. Each would undertake the preaching of co-operation and 
formation of societies of different types in his own area. Above all 
they would tap local soui*ccs of capital, which would be one of their 
chief duties. That they should find funds for their own societies 
would be insisted upm; and the first operations should l>e confineil to 
districts where local capital U available. Besides propagandism the 
Committees would undertake the initial sujKjrvision and control of 
the young societies. But this minute supervision would only be 
temporary, for they would always work with an eye to the formation 
of Unions and to the speediest possible autonomy of the groups. 
So the District Committees ami the Unions would be parallel and 
complementary developments. Their lines, however, would, probably 
converge in time, for the Union on its hanking side would no doubt 
become affiliateil to a Central Bank, while the District Committee 
might develop into a Central Union to which the local Unions on 
their administrative side would l>e suljijordinate. 

(5) To begin with, the Kegistrar and the District Officer would 
guide these Committees and control them with some strictness. But 
within definite limits they w^onld be given a free hand. And a.s the 
movement gathered strength and the Committees proved their worth the 
Kegistmr would gradually withdraw, and in time, I hope, would confine 
himself to the meiely formal duties of a Registmi* in other countries. 

(6) The actual constitutiou of the Committees is a matter for 
arrangement. They might be attached to the District Agricultural 





AflHOciations; but tliey woriid vv<A)ably b(3 more eStXjtive to h(igh\ 
with at least, as inflepeiKlent lx)dies. In any case the District Olhcer 
shotild be Honorary President. He would exercise a very useful 
supervision without interfering too nnnutely or making success depen¬ 
dent on his continuance, in the district. h\ time these Committees 
might txicome very useful assistan.1»s to the Agricultural De]>artment* 
One of their most important duties would be to develop agricultural . 
co.o]K;ration in production and sale; and it is t he experience of every 
country that the direct linking of the agriculturist with the gcneml 
market hy a co-operative machinery is one of the most etfective 
mea-ns of teaching improved method of cultivation, breeding, etc. 

(7) Lastly, I think that Government should give some financial 
assistance to the District Committees. They ought, of course, to be 
compose<l of voluntary helpers, but there .are l)Ound to he expenses of 
management which Government might, at least, in part defray. I'his 
assistance would probably best bo given in the form of a small yearly 
grant to each district. These grants would not, of course, l>e permanent, 
but would bo continued until the movement in each area became self- 
su]>i>orting. There can he no objection to this from a co-oi)erative 
8taud][>oint; even the violent opponent's of State aid make a distinction 
in favour of Oovernment grants to projmgandist effort. Instances 
might be drawn from many countries. I need mention only the consi¬ 
derable subsidy which up to last year the Irish Agricultural Organi¬ 
sation Society received from the Irisli Deparlnient of Agriculture, and 
the proposed grant to British AgricuHuiul Organisation Societies under 
the recent Development Bill, which I understand is not objected to by 
co-operators. 

I would be glad if this Conference would consider the above rough 
sketch of the line T propose to take next year. Discussion may elicit 
a more practicable scheme for enlisting popular interest and support.” 

Mr. Gourl.1T (Bengal) entirely agreetl with Mf. Buchan that the 
niovement could never be a real success unless and until it t)ecame a 
national movement. Government ha^l shown the way and hatl proved 
the endless possibilities of combination; but it could not undertake 
the indefinite extension and supervision of societies, and co-o})cration 
would never l)econie a jxiwer in the land until it became a really popu¬ 
lar uiovcment. The question before the Confei'ence was what practical 
means could be taken to secure this end. Various schemes had been 
BUggested in Bengal. Mii. Buch.\n had just explained one of them 



and efforts ha<l aho been made to train the younjrer generation in the 
j>rinci|>lcs of co-ojiera(ion. Oo-oj>erative Credit has been included in 
tlie syllabus of Political Economy at the University Examinations, and 
instruction in it was given at the colleges. It wouhl greatly assist 
them in Bengal, however, if the Registrars would explain what was 
l»eing done in the matter in other provinces. Mu. Lanolky (Punjab) 
genei'ally agreetl in the ideas expressed in Mu. Buchan s note. Rai 
I sHWAR Saiiai Bahadur (United Provinces) plea<^led for more recognition 
by government of the work of honomry organisers. He suggested 
that certificates should lx; given to such organisers on the recommen¬ 
dation of the Registrar. Kunwar-Mahakaj SiNCir (U nited Provinces) 
said that his experience pointed to the same conclusion. He believed 
that it would have been an excellent effect if the services of honorary 
organisers and managers who had year after year done partimdarly 
good work were occasionally recognised in an appropriate uiannei. 
He also mentione*! that some District Banks in bis province had adop¬ 
ted the system of giving small tokens of approval such as Jinggiees, 
certilicates, etc., at their annual meetings to tlie Sarpanches of borrow¬ 
ing societies who had done gootl work. The system had had excellent 
results, and he thought that it might be followed with advantage in 
other provinces. M^ith regard to District Oommittees, the United Iro- 
vinccs alroaily possessed similar organisations in the Boards of Direc¬ 
tors of Centi-al and District Banks. Mu. Fremantle (Uniteil Provinces) 
criticiseil Mr. Buchan’s proposal to form District Committees controlled 
and guided by the District Ollicer. The experimout had hor'ii tried nine 
years ago in the United Provinces and had failed. Societies started by 
jrromiuent men in order to please the Collector would not do 
any useful work. Mr. Buchan said that Mr. FREMANTr.B had mis¬ 
represented his scheme. He did not want prominent inerr. The Com¬ 
mittees would consist only of men who were really iiiterestetl in 
co-operation. Mr. Wheeler (Bengal) agreed with Mr. Buch.vn 
that if the movement was to be a success it must dejxjnd on disinterested 
work, hut he disliked Committees. They were too fond of sitting 
round a table and talking. He had much more faith in individual 
men working in small local areas iu which they lived and were 
interested. He would recognise them ollicially. They should be 
apjrointcd by the Registrar and should he called Assistant Organisers 
or given some such title. All deixsirded of course on the careful 
selection of the men. Mr. Hemingway (Central Provinces) referred 



io t]\c Co-operative Journal which had been started in Ma<lras. He 
thouj^lit that niiieli goixl would be done by a journal of this kind if 
the Registrar noted briell}^ in it ibe results of his inspections of 
sotneiies and ineutioued by name members of Committees who had 
done ‘^•ood w'ork. Mk. R\MACir:VNDR v Rao (Madras) said that he had 
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more offers of non-oDlcial aid than he could make use of in Madras. 
Mr. Camvbell (Bombay) said that his experience was that a society 
lounded on sound lines was the best agent for development. Its 
influence soon spread, and it led to the fonnatiou of other societies in 
the vicinity. He thoughi, however, that much good would be done 
by Provincial and Divisional Conferences. Mr. Adinaravaka Cuettjah, 
Secretary of the Salem District Bank, asked leave to make a small 
8Uggesti<ni. It would be very popular if a few selected non-official 
gentlenien in each province who had been of assistance to the 
liegistrar were placed ou the distribution list of the Co-operative 
publications of Government, such as the annual Administration 
Report on the working of the societi<»s in the various provinces. It 
would be of great use to non -official gentlemen to get t hese reports 
and to be able to keep in touch with the work going on all through 
India. The Conference cordially approved of this suggestion. As 
regards the general question, it was felt that no cut and dried scheme 
could be laid dowui, and that it must be left to the Registrar and 
his staff* to decide, with reference to local conditions and the degree 
of development attained, how the assistance of nou-officials could best 
be encouj'aged. 



{FMracUfrom the Troceeilhige of the Fourth Conference of 
Megidrars, 1909 . ] 

ORt4ANISATlON OF Co-OPEIIATIVE STORES IN InDIA. 

DeVELOPAIKNT of other IXiRMS OP Co-OVEllATION. 

These two subjects were referred to a Snb-Coniniittee which was 
also asked to consider the question raised by Kunwar Maharaj Sik&h 
(United Provinces) as to whether societies and espei ially District 
Banks nii^lit legitimately engage in other than strictly l>anking 
business. The Sub-Committee was comjx)sed of Messrs. Buchan 
(Secretary), English, SHtRPAS and Shama Rao. 

Mr. Buchan presented the report of the Sidi-Coramittee as 
below:— 

I. Co-operative The Committee's first recommendation 

is that the Act be amended as soon as possible so a.s to make the 
registration of societies for co-operdtive distribution, production and 
sale clearly permissible. 

The Committee have come unanimously to the following conelu- 
eioDB :— 

(1) That a society which deals solely in stores is not generally 
practicable in a purely rural district owing to the absence, wdthin 
a workable area, of a sufficiently large and contiinions demand for 
similar articles; that while distributive annexes to rural credit- 
societies are possible, it is highly undesirable that a credit society 
should deal in distributive business until it ba.s thoroughly mastered 
its own special work; and that generally speaking, in view of the 
different areas which a Credit Society and a store can safely, and 
ought to, cover, and of the danger of each department damaging the 
other^s credit, it is desirable that the sepaiuiion of credit and distribu¬ 
tive functions should, except in special cases, be in.sisted upon. 

(2) That in small towns, such as the head-quarters of sub-divi¬ 
sions? tlie formation of stores should not be encouraged unless prices 
are unduly high and conditions adverse to the consumer. 
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(3) That ill the head-quarter stations of districts and in large 
k>vvns wliore the people aie mainly vvage-eariiers and artificial con¬ 
ditions have iiiJido living ex])ensive, distrilmtive societies should he 
developed. 

At fclie same time the Committee wish to record their ojfiniou 
that minute otficial supervision and assistance in the matter of sk)re9 
is neither possihle nor desirable. These societies must stand on their 
own strength. Beyond seeing that their rules make a/lequate provi¬ 
sion for the safe and honest conduct ,of ljusiness and carrying out 
the annual audit, the Registrar ought not to interfere except iu very 
sj>eeial ciicumstaiieos. To safeguard eo-ojieraiive principles and to 
ohviato j^issible dangers the Committee consider that adherence to 
the following rules should be strictly insisted upon :— 

(ft) Credit should be forbidden, and cash dealings only allowed. 
If a member requires credit he should get it from his cash society. 

(/>) To preserve the co-oj-HU-ative nature of a society and to prevent 
any tendency to profit-seeking and tmiiic in shares the dividend cm 
shares should be limited by rule, shares should ho made withdrawable 
only, and to their number no limit should be placed either by rules or 
b)' priictice. 

(c) To guard against fraud and irregular practices, provision 
should be made for effective control by the Committee of manage¬ 
ment; stock-taking should be frequent; and all otTicoi’s dealing with 
goods or money should be reciuired to give security in a certain 
amount. 

(fl) Speculation in any form should be forbidden. For instance, 
a society should not be alloxyed to purchase large quantities of grain 
at a cheap rate witli the objt>et of })lacing it on a distant market and 
getting the benefit of the higher price. It should he insisted u|)on 
that the sole function of a distributive store is to gauge the wants 
of the immetliate locality and to confine itself to supplying their nends. 

(e) As far a.s possible tbe Stores should follow the methods of 
Furopoan disiributivo societies, viz., they should sell at the market 
price of the nearest largo town (thereby minimising competition with 
the legitimate tmder), imd after defraying expenses of management 
and jdacing 25 per cent, of the profits in the reserve, they should 
divide the balance between memhei*s and non-memlxu*8 according to 
the amount of their purchases, non-mcinbers receiving a lower i*ate 
than members. 



niOVISION OF BORROWING FACILITIES. 


J 


II. 0^//er forms of co-operation ,Commitke consider 
that all other forms which arc practicable in India are covered by the 
general term Agricultural co-operaiioinr Agricultural Co.oi)erative 
Soeielies fall into three principal classes :— 

(1) Supply, i. e,, distributive societies for providing the materials 

of agriculture. 

(2) Productive, such as co-operative dairies. 

(3) Sale, such as grain or lac selling societies. The Committee 
consider that much might be done in every province in the matter of 
agricultural co-operation. Mr. Suirkas especially, believes that in 
Eastern Eongal and Assam there is sco^xj for the co-operative sa|>ply 
of agricultural maeliinery (provided that siifTiciont attention i.s paid to 
the peculiarities of local agricultural methods), and a promising market 
for a eo-operativo dairy in Dacca. At the same time the Committee 
wotild draw attention to the intricate) and varied nature of the subject. 
We arc not dealing with genoi’al agricultural requirements only, which 
are similar the Avorld over, but with a complex market and the machi¬ 
nery* of commerce. Hence there is no fundamental typo of .society 
which might be recommended for general adoption. It is possible 
that eixch crop and product Tinder the above three heads (supply, pro¬ 
duction and sale) may have to be ilcalt with by a different type of 
society; and success will always be a question of minute attention to 
details and conditions. The Committee therefore are not prepared to 
make any specific recommendations. They are, however, strongly of 
opinion triat in each province, with the help of the Agricultural Depart- 
TTients, a survey should be nifido of the principal ci*ops and products, 
the methods of cultivation, production and distribution and the condi¬ 
tions of the market for each. And where the enquiry sliows that 
co-oporative methods can bo used witli fulvantage, they should he 
applied. 

II. (l)& (2).—These special subjects have been covered by the 
general discussion above. 

(3) The Building societies eontcmplateil b}’' Mu. Shama Rao are 
constituted on the lines of an ordinary Credit Society, except that 
their paraded capital and deposits will have to be raised on long terms. 
Such societies can be registered under the Act, and the Committee 
consider that they might serve a useful purpose in large towns. 

The meinbei's arc unanimous in n^cornmendiug that until the 
eo-op«n*ative movement is thoroughly established and co-operative 
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3 fnetliods fully understood, societies of all kinds should be discouraged 
from dealing in other than strictly co-operative business. 


Mu. Wheeler (Ben^l) invited attention to the finding of the 
Sub-Committee that a society which deals solely in stoi’es was im¬ 
practicable in a purely rural area. So far as his exj^crience went, he 
doubted if the remark ^vas entirely true, and in any eas(3 he ventured 
to suggest tliat it required modification. The experience gained hard¬ 
ly justified sweeping generalisations at this stage, and the reniaik if 
it received the imprimaiur of the Conference might tend to discourage 
exjjerimeuts which might lead to useful results. The President moved 
tlint the words ^^not generally pmcticable” should be substitutod for 
'^impracticable'^ Mu. Buchan ssaid that he had no objection, and the 
rejxirt was amended accordingly. 

Mu. Gouiu.ay (Bengal) drew attention to paragraph 1 (e) of the 
lleiwrt and said that the (picstion whether Co-operative Stores 
Societies should sell to non-members ^deserved considemtion, The 
first principle of Co-operative Credit Societies with which the move¬ 
ment had hitherto mainly been concerned, was that non-members 
should be rigidly exciudod from the benefits of the society. In the 
case of Store Societies with cash transactions there was loss danger, 
but he was inclined to think that Store should deal only with mem¬ 
bers and prospective members. He would explain what he understood 
to be the usual pi'aclice at home. The Store dealt with any one 
who wished to buy at current market prices. At the end of the year 
net profits after payment of int^*rest on shares were divided up rate- 
ably among purchasers who had purchased good^ in excess of a fixed 
minimum value. A member could claim his rebate in cash or invest 
it in the business. But as regards non-members, he believed (hat 
the rabate could not, as a rule, be claimed in cash, but must be devo¬ 
ted to the acquisition of a members share. He was inclined to think 
that the same principle should be followed in India. At the end of two 
ye^irs unclaimed rebates would be credited, as in England, to the reserve. 
Mr. Uamachanjdua Rao (Madms) was of opinion that dealings with 
non-members should be prohibited. This was the principle followed 
in all Co-o}>emtive Store Societies in M.^wlras, even in the Triplicaue 
Society in the Presidency town. The societies sold only to share¬ 
holders, but the shares were payable in small instalments. The essence 
of a Co-operative Society of any kind was that its dealings should be 
only with members. If this principle were departed from it would 
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be impossible to (ixclucle inulosinibles. Mit. Whbelkii (Benoul) a^rml 
as to the import-anco ol' having; power to exclude undesirables. Mr. 
BircRAN (Bengal) did not agree. If non-members were excluded, 
the operations of the sk^re would inevitably remain on a very limited 
scale, and members would not be attracted. The dealings wop Id be 
in cash, and therefore in Ids view the nioml character of the purchaser 
did not matt(*r very mnch. It would be easy to exclude undesirables 
from any share in the management which was the really important 
point. He agreed with Mil. Gouriay that rebates in cash to pur¬ 
chasers who were not members should not be allowed. The 
rebates should be devoted to the acquisition of shares. Mr. Patel 
(Baioda) said that the question had been exhaustively discussed 
jby the International Co-operative Union at their Congress at 
Buda Pesth in 1904, and that the opinion of the majority 
of the Confcreiice was that there was no objection to dealings with 
non-members. Other Registrars ha<l not had sufHcient experience 
of Co-operative Stores to express an opinion on the point, and it 
was decidtxl that until further experience had been gained it would 
be unwise for the Conference to record a Resolution on the subject. 

Mu. Fremantle (United Provinces) said that exj^erience in the 
United Provinces had shown that it was not an easy matU^r to start 
Co-operative Stores and to su])ervise their working when they had 
been started. He suggested that it was advisable that such stores 
should be started in the first instance on a small .scale 
and only gradually enlarge<.i, Mil, Buchan (Bengal) entirely agreed. 

Mr. Buchan (Bengal) suggested that it might be considered 
whether |he subject of the co-operative insurance of cattle should not 
be taken up in addition to other forms of co-opciTition. The death of 
cattle was an important cause of indebtedness in some provinces, and 
perhajis the attention of Registors might be directed with advantage 
to the question of devising a pmetical mitigation of the evil on the 
lines of co-opeiative insumnee of cattle. Mr. Gourlat (Bengal) said 
that he understood tliat the question had been mised by Mr. English 
and that Mu. English was of opinion that a practical scheme could be 
devised in Burma. Mr. Fremantle (United Provinces) doubted 
whether in India Proper any useful results would be attained. Any 
8uch insurance scheme, if it was to be a success, would have to extend 
over an immense area of country. The disease from which they had 
most to fear in his province was rinderpest, and the most practical 
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of nutigating the evil of rind[er|>ost, was proveotive inaeiila- 

tion. 

Miu lIjEMiNOAVAy (Central Provinces) entirely agreed. Mr. King* 
(Bengal) thought that the qiiostion was an important one^ but that it 
was more for the Agriculture and Veterinary Departments to deal with 
than for the Registrars of Co-opomtivc Credit Societies, Mr. Lalubhai 
Saha7>T)as (Bombay) said that in his opinion it would be premature to 
t^ke up the subject, and the Conference generally agreed in this view. 

Mr. Buchan (Bengal) drew attention to paragraph II (*‘5) of the 
Snb-Coinnuttee’s lleport. Until the survey recommended by the 
Committee had been complete, he did not think that any real advance 
would be possible. He would suggest that one or two imj>ortant 
products should be taken up as a begiiming, and the condition of tha 
market studied from beginning to end. He was already enquiring in 
connection with ghee. Mr. HBMiNinvAY (Cetral Provinces) thought that 
the recommendation of the Committee was couched in much too indefi¬ 
nite terms, and be hoped that it would be mcKliiied l^y the Conference. 
If the Agricultural Department were brought into the enquiry, a very 
heavy burden would be imposed on it, and bethought that a Conference 
of Registrars would not be justified in endorsing the recommendation 
in the precise form in which it had been made by the Sub-Committee, 
until the Agricultural Department had had an opportunity of expres¬ 
sing an opinion in the matter. Mr. CrouiiL.iY (Bengal) recognized the 
iniporSnce of making such enquiries, but the work involved Avould be 
very grtut and the enquiry would take years to complete. Perhaps it 
svould suffice for the present if the Conference contented itself wdth 
suggesting that Registroj-s should consult the Agricultural Dej)artments 
of their respective provinces with a view to further discussion next 
year. Mr. V iikklkr (Bengal) thought that alK^ginniug could be mode 
by Registrars in specified local areas. After some further discussion 
the following Resolution was passed :—With reference to the survey 
pro|x>sed by the Sub-Committee, the Conference recognizes the 
imjxirtance of collecting information concerning the .present methods 
of proiiuction and distribution of the principal crops and products of 
country and the conditions of the market in each case. But it consi¬ 
ders tliat such an enquiiy can be taken up only gradually. A begin¬ 
ning however might be made, in consultation, if riect. s^r*' with tlie 
Agricultural Dejmrtrnent, in specified local areas wh<^r<i operative 
Credit Societies already exist.” 


lExtraclsfrom the Ptocceiliugn of the Fifth Conferenee of Regidrau 
of Co-operative Credit Societies, 1911i] 

FiNANCK and CONIROL Of Co-OfBKATlVB CilEDlT SOCIETIES. 

The Committee commenceil with a consideration of the Neuweid 
model of Union and Central Bank. The Central Bank in Neuweid 
is a Joint Stock Company based on limited liability, which derives 
its strengtli from the village societies, which are shareholders. It ' 
ojicrates only within the area of the Union which works along with 
it and it is intended to serve as a common cash box equalising excess 
and want : the dividend on capital is limited to 3i per cent., and all 
surplus is carried to lleseiwe. It has the privilege of obtaining 
advances from the Prussian State Bank. It lends direct to societies 
.at 31 per cent, and allows iior cent, on deposits. It has associated 
with it 13 provincial branch banks. It deals ordy with societies— 
and only societies can be shareholders. The .Board of Directors is 
appointed by the delegates repre.sonting each society bolding shares. 
Business is done mainly by moans of cash credits with societies. 

The societies have formed themselves into Unions, the object of 
which is to create by co-operation greater confidence. The Union is 
confined to a Circle equal perliaps to an area of 4 or ,5 districts in this 
country. The object of the Uuiou is to take common counsel, to 
discuss questions of eemraon interest, to teach co-o|)erative principles 
and keep them pure, and to affix a hall mark on affiliated societies, 
which adds much to the confideuee felt by the jmblic. Bad banks 
are excluded and the general standard is raised. The Unions are 
divided into sections (or sub-union sections) deah'ng with small areas, 
each with its own committee and these sections insjiect the societies 
within them on behalf of the Union. Bach section employs an 
inspector and the area is not larger than such un inspector can 
jiersonally control. The section charges a foe for each inspection to 
defray the expenses. The German Law, like the Indian, comiiels 
societies to submit to inspection, but the law permits inspection by 
officers appointed by recognised bodies of which the Union is one. 

Where the societies have a Central Bank of their own, t.c., a 
Central Bank in which they themselves hold all the shares, the 
delegate to the Central Bank and the delegate to the Union are 
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iiently one and ilio same person and consequently the two bodies 
really become closely connected. Tlie Central Bank fully undeu'slands 
the value of the Unioninsj)Cctio)) and in all its transactions trusts 
implicitly to it. There are cases where the Central Bank is an 
outside lK)dj% but there too the value of the Uriioids hall mark is 
appreciated and the Central Bank lends almost entirely on the TJniou^s 
reeornmendation. The Union itself, however, has no financial 
constitution, nor does it guarantee tiie financial transactions of any 
society. * * * 

The Sub-Committee are of opinion tliat the two qnestionwS 
(a) Finance^ (b) Control and Snj)ervisio?i, should he separately dealt 
with. With regard to Control they are of opinion that if the 
movement is to be made a success, the societies must co-opemle wdth> 
each other for their mutual benefit in the same way as individuals 
eo-opemto in societies. The object of such co-operation will be to take 
common counsel, to discuss questions of common interest, to teach 
co-operative j)rinci])1cs, and so to maintain these principles pure in the 
affiliated societies that the fact tliat societies belong to the federation 
will atfix to them a ball mark of sound co-operation. To accomplish 
this end the societies must submit to an inspection of their accounts 
and working by the representative body. 

The Sub-Coramittce are further of o[>inion that this body may 
without objection be united with a Central Bank provided the share¬ 
holders of this bank are the societies themselves, and they are 
inclin d to agree that this principle should be followed even where 
a few individual shareholders are introduced into the Central Bank 
with tire object of securing bolter management. Where, however, 
tlio Central Bank is a joint stock concern, the shareholders of which 
are individuals aud not societies, or in which the individual share¬ 
holders predominate, there should be a Union of societies distinct 
from the Central Bank. Several members of the Sub-Committee 
expressed the opinion tliat the Union as such should have no 
financial constitution and should not make itself responsible in 
any way for the debts of affiliated societies ; but inasmuch as three 
provinces—Miulms, Central Provinces, and Burma—have organised 
Unions which do not finance but yet guarantee, they consider that 
it would be well to await the reports of these provinces on the 
working of Unions of this kind daring the next year before passing 
any definite opinion on the subject. 


PROVISION OF BOllROWINa FACITJTJKS. 4)^3 

The Sub-Committee am of opinion that Unions of the kind 
recommended by them, should be confined to an area not greater than 
a district and, where possible, to a local area less than a district. Such 
Unions where not uniteii with a Centml Bank have no need for a 
financial basis. The costs involved should be defrayed by a levy 
j)ro rata on the affiliated societies. They should be managed by a 
general meeting consisting of one or more delegates from each 
affiliateil society with an executive committee consisting of aUmt five 
members elected by the delegates. Tins committee should employ 
and pay the staff necessary for inspecting the societies and for pro¬ 
pagating the jnineiples of co-operation. Ordinarily no society in the 
local area should registered by the Registrar unless such r^^'istra- 
tion is recommended by the local Union and the Union should 
form one of the main channels through whicli the Registrar 
exercises his supervision and control of societies. Such Unions 

should be encouraged to hold local conferences. The name 

^ Union* should, lis far as possible, be confined to such associa¬ 

tions and where they are combined with a Central Bank the 
association should be known as a Central Banking Union. 

Adherence to these terms will prevent much confusion in 
reports. 

With regard to Finance the Sub-Committee agree with the finding 
of the third Conference that Central Banks registered under the Act 
should be organised as Joint Stock Companies with limited liability. 
The shareholders should be the societies alone and the Central Banks 
should exist wholly for the benefit of their shareholders and should 
make loans only to societies whicli are shareholdei’s. Where however 
it is iinjxissible owing to the backwardness of the people to obtain 
the necessary business management, there is no objection in the first 
instance to admitting a small numboi of individual sharehoklei’s, but 
loans should not be made to .such individuals. At the same time 
the Sub-Committee recognise that there may be eirenmstanoos which 
prevent the formation of such Central Banks and in these cases they 
consider that there is no ohjeetiou to a society dealing direct with a 
joint stock company willing to finance it. The constitution of such 
joint stock companies however (if formed for the purjxisc of 
financing societies) should be carefully scrutinised by the Registrar 
before registration to insure that the interests of the borrowing 
societies are safe-guarded. The majority of the Sub-Committee are 
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of opinion that one of these safeguards should be the limiting of the 
divide fids to 10 or r2 per cent. 

The Sub-Committee note that the Central Banks at present in 
exigteiice check the security of the societies to which they lend by 
one of three metliods—(1) by a special staff ai>pointed and iiaid for 
by the Directors of the Central i^ank, {%) by accepting tlie insjiection 
and report of a Union (or where the Union is amalgamated with a 
Ceutml Bank, the Central }knking Union) of societies, wl»o them¬ 
selves \>ay and em]>loy a staff for inspection, and (3) >)y relying on 
the inspections and reports of the Registrar and his staff. While 
recognising tliat the third method may be necessary in the beginning, 
the Sub-Committee are strongly of opinion tliat it should be done 
away wdth as soon as ]>ossible. Of the other two methods where, as 
is reeommondod, the whole or the great majority of sbareholdevs in 
the Central Bank are societies and the bank deals only with societies, 
the second, vu., the reliance on the reports of the Unions is 
pvefemble. It is better that the inspecting staff should be paid 
and employed by the Union or Central Banking Union which would 
collect the cost rateabiy from the societies than that it should be 
employed and jiaid out of the profits of the Central Bank. Where 
however Unions do not exist, the special staff must bo paid by the 
Central Bank. 

As has been said above the Sub-Committee see no objection to 
combining a co-operative Centml Bank with a Union, and such 
combinations should be known as Central Banking Union. 

The Sub-Committee desire to ro-aiTirm the finding of the third 
Conference of Registers that the great aim of all Central Banks 
should be to aecumnlate local capital, and only in the event of such 
capital not l>eing forthcoming in sufficient quantity, should money 
be borrowLvl from outside. At tlie same time they recognise the 
desirability in all eases of a Centi-al Bank having a cash credit 
account with a Joint Stock Company such as the Bank of 
Bengal, Allahabad Bank, Alliance Bank of Simla or the Benares 

Dank. 

With regard to rates of interest on loans to societies the Sub¬ 
committee are of opinion tliat the Central Bank should not reduce 
these below 9 to 12 per cent, in the first instance, even when it is able 
to btirrow money at « jier cent, to 7 per cent. The societies as a 
rule will take money wtllingly at these rates and it is desirable that 



the Ceniml Bank should build up a reserve of its o^vn as fast as 
i>ossil>le. It lias alsr^ to be taken info consideration that the 
societies shotild be encouraged to remit all idle money to the Central 


Bank. 
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lExtmcfs from ih£ Proceedings of the Sevenlh Conference qf Peqistrars 
of Co-ojierative Societies, 1918,^ 

Co-operative Banks /iNd Popelar Education. 

Mr. Crosthwajtk presented the followins^ paper for the considera¬ 
tion of the Conference :— 

The worth of a co-operative society/^ it has been shrewdly 
observtKl^ “ is the worth of its mentlvers.*’ Worth/’ from the 
co-operative j>oint of view, is of two kinds,—moral and material. 
Now the worth of a new society" formed fiom the poor and illiterate 
classes—and with such we are generally confronted in the Central 
Provinces—is crude in quality and doubtful in quantity. Of ]x)teutial 
worth there is probably much, of actual worth little. It is the aim 
of the co-operative movement to develop this actual woi'tli by means 
of patient and 2 )ersistent training;. To this end every possible means of 
broatlenintjf the minds and widening the oullook of co-o]x*i‘ators must 
be employed. No eo-oi>eration/’ says Mu. Wolff,* '' can flourish 
without education. IPe may choose our own methods accordinfi to the 
circmnstances qf each case. The g^reat point is that (xlucation as such, 
education as a main item, education in 00 - 02 ) 6 ^ 11011 , in the meclianical 
services entering into its practice, and education in agricultural 
eraftlore, should he 2 ^ 1 aced programmes of co¬ 

operation, in the very forefront.” 

Certain European co-oyierative ex 2 >erts whom I have met do not, 
I am certain, understand how very backward rural India is as 
eompare<l with oven the least advanced of the European countries. As 
Mr. Montagu has so well exiiressed it, we have in India the fifth and 
the twentieth centuries side by side. And there i s far more of the 
fiftti than tlie tw'entieth century to be seen in the which a 

Kegistmr has to study. I am not, however, one of those wdio hold 
that education must co- 02 Kiration, On the contioiry, I am 

convinced, after nine years’ ex 2 >crience as an organizer of co-operative 
societies in India, that the desire for eilne.atioa”—I use the term in 
its broadest sense—is awakened in a most effective and practical 
manner by the influence of simple eo- 02 )erative credit societies. 


* “ Co-ojiemtion in Agriculture,” page 346, 
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Popular educatioi) can, in fact, very well comniciicc with instruction in 
cO'^oj'crative principJos and methods. If European critics only 
amdorstoocl the conditions under whicli we work, and if tlioy 
were faced with the actual task of organization of India, they would 
Tmniediaiely ^i^rasp that Indian Rei^istrars are riglit when they say 
that co-operative cloth must he cut aecoixling to Indian means/’ 
and when the time comes to write the history of the movement in the 
twentieth century it will be remarked, I think, that whereas co- 
oj)crative ideas were, in European countries, a ])roduct of education; 
the movement in India was, from tlie very outset, a means of 
education,—it was not eilucration’s child. 

No Kegi.strar who understands his business will try and import 
an excessive element of officialdom into eo-oiTerative institutions, for 
lie knows well enough that success in organization and solid perma¬ 
nent results are not to bo obtained by sham eo-ojKii’ation. But a 
just sense of proportion is necessary to keep the movement on sab: 
lines j and it is of vital importance that those who are at the helm 
of co-operative policy should remember that in Germany and in 
England, as Mxdl as in other advanced countries, the co-o[x;rativq 
movement was of poj>ular origin and was at first opposed by Govern¬ 
ment. In India, on the other hend, the movement has been directly 
inspired by Government in order to raise the skill, charaetm’, and 
productive capacity of those persons deseribocl in the preamble to 
Act 2 of 191 as agriculturists, artisans, and persons of limited 
means,—a wide description covering some millions of ptJOpIe, but 
still, in my bumble opinion, not nearly wide enough, unless, indeed, 
it is accepted that there is nobody in India >¥11080 means are un¬ 
limited and that therefore the scope of the Act is as broad as it can 
be. Unfortunately, amongst the classes especially Contemplated by 
the Act the standard of e<laeatiou is extremely low. But as that 
standard is raised it is obvious that the pi'osperity of the country 
must also rise; for with the growth of skill, character, and picKhictive 
capacity wants and aspirations will certainly increase. In fact the 
healthy development of eo-operatioii must induce a general advance 
xft prosperity whicli will affect all classes in India. The movement 
is, in truth, calculated to benefit and educate everybody no matter 
whether officials or private persons and whether within the scope of 
the preamble to the Act or not. It must be remembered that the 
Government of India had definitely stated that the organization of 
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co-operative societies is not to be re^ardeti as part of the orcliuaiy 
duties of the district staff, tliougli Government has also declared that 
it fully recognizes that enthusiastic olficers can do much to help the 
movement,* What 1 have said so far may not, ou first consiclera- 
sion, seem to have much to do with co-o^xn-at ive banks and jx)piilar 
educationBut exactly why my remarks are relevant will be 
vindei'stood when I mention that many of our best co-operative workers 
in the Central Provinces are Government officers, lawyers, merchants, 
landlords, bankers, Government pensioners, and the like. If the 
co-operative movement is to be attractive to men of so many kinds, 
the field of enterprise which it is to cover must be a broad one. It 
must appeal to the heart and the intellect and not only to the purse 
or to a sense of duty. 

Tlie mere lending of money is not in itself the aim of co-operative 
banking. At first, of course, we must be careful not to undertake 
too much. Ambition we must have if we are to accomplish great 
things 'f but ambition must not be separated from caution. Of all 
forms of co-operation co-operative credit is the easiest, and it is with 
credit that Indian co-operation commenced. The organization 
of co-oj^erative concerns is, in these modern times, a business in which 
paid expert service cannot be dispensed with, and it is essential that 
jxjople should understand that until the credit machinery is running 
smoothly and regularly, and until its limihitions are proi)erly under¬ 
stood by those in charge of it, a great deal of harm can be done to 
the movement by persuading or allowing men wbo have only entered 
upon their co-operative studies to embark on schemes which are too 
advanced for them. In India, at present, I am afraid that the 
tendency is to press too eagerly for the introduction of very advanced 
forms of eo-opeiution, the result being that there is a distinct danger 
of bringing in too much Government departmental assistance at the 
ex];)ense of self-help. 

Now^ if we fail to insist ou self-help in one of the many 
branches which co-operative enterprise may undertake wo shall find 
it difficult to preach self-help ” as regards the other branches. I 
hold, it is true, tliat the time when the €o-o]>€rativo iiiovemeiit will 
be able to proceed altogether independently of Government will never 
come. Indeed, when we look at co-opeiution in other countries we 


* Govuruiuent of India (Departmont of Bevenuo and Agriculture) Circular No.5- 
299-22 (paragrapli 3) dated Calcutta, the 20th March 1909. 
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SUite an impoi'i iut partner in tlie inovemoiit. A pari 
it mast bo aim it ted, whose activities are lestrieteJ, as a rule, tx) doing 
what is necessary to help the people to help themselves. As far as 
the State and the co-operative movornent are coiieerntMl, the true art 
of admiaistration will be founds I suggest, in accurately y^iaciiig the 
line which is to separate self-help pure and simjde from State aided 
self-help. This line is by no means immutable, but must, from time 
to time, be .sliiftod backwards or forwards. At first, it may well be, 
by far the greater part of co-operative ground will be occupied by 
State aided self-help. But, if the State wisely administers its aid, 
the ground will gradually pass over to self-help pure and simple until 
the duties of the State towaids the movement stand out clearly defined 
in the light of experience. Popular self-help is a delicate plant to 
grow. It requires expert care and aitentit)n and, if forcel, it perishes. 
The difficulty is to bit off the happy mean between a disastrous 
coddling aud an equally disastrous want of supervision and training. 

The princi])les which I would like to see generally accepted are as 
follows :— 

(t) The progress of our co-operative banks (which ineludo 
amonji’st their members aud their directors tlie best 
educated men available) must not bo confined to lending 
money only, but must extend to tlio spread of general 
enlightenment amongst the societies which are membersf 
of, and are fmanced by, the banks. 

{ii) In order to keep ibe active sujiport of our educated workers 
we must cfiptivate their imagination and show them 
clearly that co-o]»ei*ative banks are not intended only 
for the benefit of certain classes but that they fit into a 
scheme of general improvement. 

{ni) Government must give the nece.ssary assistance in carrying 
out this scheme but must not itself undertake loo much 
or too little. Both ways lies danger. Safety can only 
be secured by correct adjustment, 

(ir) must be careful not to emulate too hastily certain 
advanced forms of co-operation in other countries. It 
is far better to await the results of education in co-opera- 
lion than to fome the pace and make a mock of self-help 
by running societies with an excessive -measure of 
Government assistance. If a project be such that there 
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caDiiot be a fair division of work between officials and 
unoflicials^ then clear] v it is too aclvanee<] and should be 
postponed until unofficial co-operators are fit perform 
tlieir proper share of the task. 

I will now endeavour to point out by actual iUnstration how we 
have endeavoured to ap 2 >ly these principles in the Central Provinces. 
In the first place, we have had the greatest diflieulties to encounter 
ill the matter of the simple accounts which credit societies must either 
keep or liave kept for them. When we first starknl rural organization 
work in UlOI early Eegistiurs were under the impression that we 
should have no great trouble in finding at least one member of each 
society who could mul would keep tlie accoiint.s satisfactorily. The 
seerehiry of a society was to be not only the trusted accountant 
upon whom the liegistrar would depend for his annual returns, but 
he was also to be the guide, philosopher, and friend of the 
members. The (Toveniineiit Auditor would, it was assumed, go 
round and audit a very nicely prepiired set of accounts. As aocouuts 
were (and are still) very simple it was expected that one auditor 
would be able to deal with a very large number of societies. These 
were the linos we started work on in lOOf. In (hat year I started a 
few societies in the Hoshangabad District (they were the first in the 
Provinces), and I remember that when Siii J. O. Millbk saw them he 
said they were not co-operative societies at all. But, such as they were, 
they vv'ere the only ones I could get the people to start; and although 
they were clumsy little birds they prospered and have now grown 
healthy co-opemtive wings. It must be remembered, in this connec¬ 
tion, that Act 10 of 190-1 ] provided for free Govern meat audit and that 
many people thought that every Deputy Commissioner ought to be 
the llegivStrar of liis district. I am not going to dwell upon initial 
mistakes, especially as I made a good immber of them myself; still 
less am I going to i>oint out how clever we, who have benefited by 
those mistakes, have been in makiiig natural progress. But for the 
efforts of a succession of able men, who had to carry on the work of 
the Kegistrar, in addition to other heavy duties, the movement in 
the C/emnil Provinces and Berar would not be so far advanced as it 
is to-ciay when it is still on the threshold of its existence. The idea 
that capable Secretaries would be easily and frequently found was 
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soon exploded. It was tben said by some that the Provinces were 
not ripe for the co-op<‘rativ^e movement. It was urged that until 
the spread of education became far more general it was vain to 
imagine that co-o{X>ratiVe societies could succeed. But others of us 
held different views; and we determined to pusli on as best we could. 
Credit societies have money dealings, and where there are money 
dealings accurate accounts are indispensable. Certain organizers, there¬ 
fore, formed their societies round the Secretary. And the result was 
that as tolerably eflicient Secretaries were few and far between, co¬ 
operative cre<lit societies came into existence which included in 
membership individuals from many villages scattered over extremely 
large areas. Now that co-operative principles are better understood 
I need not explain why mutual societies on these lines p-roved quite un¬ 
workable. In 1907, howev'cr, thanks to some very valuable advice 
from Sir J. O. Miller, we first commenced (in tlie Jubbulporo Distriot) 
to form liaiffeiseu societies, without shave capital and with unlimited 
liability and indivisible reserve funds. It was generally exjxjcted that 
the movement would make very slow progress, that it would bo long 
before it could establish itself in the money market, and that Govern¬ 
ment would, perforce, have to finance the societies. But Mr. VfoLFF 
urged that Government money was poison to self-help; and what Mr. 
Wolff has to say is always well worth iistening to. So we decided to 
try and do without Government money and at once we had a fresh 
problem to solve. In order to finance, organize, guide, and control our 
societies we started Central Batiks.’^ Writing in 1907, in The 
Agricultural Journal of India* I said, Nobody pretends tliat a 
Central Bank with capital subscribed by the loading men of the tahsil, 
managed on purely business principles, and existing solely for the 
purpose of leading money to rural societies, is itself a Co-operative 
Credit vSoeiety in any sense of the term. Yet it exists for tlic purpose 
of aseot‘iating the liest business talent available uith the co-operative 
credit movement, and is intimately eoimecte<J with the sclieme for 
financing and testing the merits of rural societies. The Central Bank 
should, then, he registered under the Act. Shareliolders in tlieCenti’al 
Bank can, of course, luside anywhere, but the committee should be 
chosen from shareholders resident within the tahsil. What is wanted is 
a committee nnth good local knowlege of all parts of the tahsil. It will 


^ '* Oo-oporative Credit and the Central Bivnk,** Velnme li, Part 1, January, 1907. 






UmSTfly 


PHOVISIOJf OF BOHllOWfNG FACTUTIES. 




not only control the intpraa I affairs of the Central Barllc^ but will 
consider the applications of rural societies for loans and decide to what 
extent individual societies are hmkahlc. The Ceiiiml Ibujk is not only 
to bo the source \v'hcnec runil societies are to derive their capital^ but 
a means of the worth of newly forniod societies. It may Ijo 

arfriuxl that too much power willlK? left in ilie liamis of the Ceiiti-al 
Hank, that as ' interest speaks all sort^ of tou;»*ues and pla 3 "s all sorts 
of ]»aiis, even the part of the disintcuvsted ’ the central committee will 
be able to starve the rural societies and thus kill the movement. 
To this no pnisent answer can be ^iven. The (piostioii is 
one of confidence, and time alone (Nin prove whether that con- 
tuieiice has Ixvn misplacfnl or ^ot/^ That was mon.'than pix years 
ao^o ; and the men I was then writ ing about were Mic present Din'dors 
of our Central Hanks wlio have [irovecl so well that confidonco in them 
was not rni.s|)laced. In 1907 I had only just started the Sihora 
C-cntral Hank and had foriix'd a few rural societies of the Raiffeisen 
type. In the Central Provinces and Htwar there were, altogether 68 
rural F.oeieties with a Cfapital of Rs 31,061 and 2,l;Vt members, and 
•I urban societies with a capital of Rs 28,500 and 667 members. We 
have marelied some distance since 1907, and there were on the 30th June, 
19]3 in the Provinces, the Provincial Hank, 25 Central Hank.s, (with 
tlieir own Union), 1,3G() rural societies, 40 industrial .wieties and 22 
other societies with a total membership of 27,292 ari<l a working capi¬ 
tal of Rs 34,87,705. Results such as these could not possibly have 
b'cn obtaincil but for (i) the initiative of Govornment and the help of 
its ofScers, (li) the cnormo\is amount of time and trouble freely given to 
the movement by our unofficial workei-s, and (iii) thefjvct that co-ojH'ra- 
tive cretlit was wclcome<l hy tin pcojdo and supplied a pressing nee<l. 
Hehind the figures arc very substantial facts produeenl by careful educa¬ 
tion in co-opevation. There is not a man who has done work for the 
cause without broadening lus mind and his sympntliics while acquiring 
much fresh knowhdge. Most of our Directors knew but little of 
modern lianking, and nothing of its distant cousin ^^co-operative ** 
Kinking ; and, if I may lx? pardoned for saying so, many of them, 
fvefore they IvH'aTne co-o|H*nitoi*s, were surpnsiugly ignorant of Indian 
village life. Hut active eo-oporative work takes men out and about, 
mentally as well a.s physical))'. It rouses the spirit of action and of 
enquiry, and, Ix’causc men cannot he careless or dilatory in monev" 
matters without causing disturl»anccs which it is im}M>ssiblc to conceal, 
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the ]X)wer of actually doiii" thinp^s and not merely talking about them 
must l^e exhibited. Co-opemtion gives good men a chance of showing 
what they can do, it rouses a healthy spirit of rivalry, and it absolutely 
defeats the man who talks but does nothing. To get good results cons¬ 
tant work and unremitting care and attention tobnsinet^ are absolutely 
necessary. Beyond doubt the institution of co-opei*ative banks has 
done much ix) develop the biisiness talent of tlie Provinces on lines 
which must have a profound inHuence on the future. 

Then we have our annual Provincial Co-operative Conferences. 
Those give men from the difFerent Banks a chance of meeting each other 
and comj)aring views on the numerous que.stions which are constantly 
arising in connection with the development of the movement. The 
armngernents for the first Conference were made by the Registrar. 
Some doubts were express<H^l as to whether interest in the movement 
was then sufficiently groat to secure a good attendance. But more 
than 150 people were pre.sent, and tlie Conference was foliowe<1 by 
some very valuable and remarkable results. Now we have a Conference 
Committee which is compos<?d of un-officials who ap|>oint their 
own Secretary and airange all details in consultation with the 
Registrar. The holding of these Conferonee.s has aroused a spirit 
of independent self-help which cannot but strengthen the move¬ 
ment. 

At first we thought that it was too ambitious to turn our Central 
Banks into the more advanced co-operative institutions known as 
‘T^Jentrai Banking Unions.*' We were strangers to the Joint Stock 
Banks ; but, in 1909, the late Me. Deans, Manager of the Allahabad 
Bank, gave us our chance. And in the Government review of the 
co-oi>ei’ative work for that year the Chief Commissioner said : '^Tlie 
]>ast year has witnessed an im]x>rtant advance. The Sihora Cent ml 
Bank lias shonm that well managed .societies may exjK»et valuable 
supj)ort from the Joint Stock Banks and has further justified the claim 
of the District or TahsiJ Bank to a place in the co-operative 
organization by its work in investigating application.s of rural societies 
for registration. A financing society, working in a limited area, is 
exceptionally qualified to decide on the fitness and reliability of a 
borrowing society ; the sum of the local knowledge and influence 
iX)sscssed by ih; direcbu'ak? is very large and its own interests demand 
caution and a close adherence to the principles of co-oj)orative l)anking 
in the foundation of its client societies. The Chief Commissioner 
55 
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tliis clovelopmont a very importiiDt practical contrilmtion to 
the vexed quoetlon of or^nization/* 

• Ovu' villap^e societies ^^with unlimited liability/’ oriee started^ 
commcnciNi to improve in quality and to show a spirit that luwl not 
been cxji>cctid to apixjav so quietly. Atwunts remained and still 
remain the one i^rt of llicir business which societies are quite unable 
to mana^^c for thenasolves. From the ranks of the societies eaj»al>le men 
commenced to ap]R>ar ; and very soon the first typi* of Central Rank 
(of which ftooieties were not members) will have vanished alio^jether. 
Societies hold shares and are members of Central Banking Unions and 
they have a voice in their mana;»emcnt and votes with which to make 


' that voice hoard. I consider this particular advance louards Ixjtter 
co-operative organization to Ix' far reaching in its conBwjuenees, and, as 
will jiresently Ix) shown, it has enabled us to deal with the question of 
ax^count-keeping in a way which, but for this co-operative deixdopment, 
would be decidedly dangcjrous. 

At first the Dirt^iors of our Central Banks employ^Hl no jmid staff. 
They hfwlto master the details of their business t>efore they could ho[^e 
to b? able to guide and manage paid staff ; so. with the Registrar's 
assistance, they did all the work themselves. In all our young Banks 
we still follow the same plan and allow no paid staff until Directors 
have acc|uirod solid practical ex|>erience. The Auditor on the 
Government staff assists, of course ; and, as a rule, we find that until 
Central Banks are mlvanoed enough to employ staff the Government 
Auditor has to actually write up the accounts of the credit societies as 
well as them. We are fast getting beyond this very elementary 
stage ; in our well established banks the duties of Government are now 
eonfind to siniervisiou and audit. They do not extend to the actual 
orgaiiizatiou of new cnxlit societies and the jireparation of applications 
for registration, for the banks themselves arc able to undertake this 
work. Thanks to the fact that our Centi*al Banking Unions have 
banded themselves together in the Provincial Union of co-operative 
Banks, which is a supervisory body formed to protect the movement 


from rash and unwise behaviour on the [art of the individual l>anks 
wliich are (with their constituent societies) its members, we have been 
able to provide maohinor}* by means of which oo-ojioiation may t>c run 
on safe lines with the assistance ami under the supervision of the 
llcgislmr and his small staff. This inachinery 1 will describe 
later. 
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In 1910 the movement commenced tr> ^rc'W rapidly. At 
the close of the year then* w(‘re 280 nirai societies with 7/>22 
rnombtnti, 8 ur1>aii soideties with 1,247 mem hers, and 12 central banks 
with SOI members. Capital reached the sum of Rs 5,02,080. But 
this growth brought new dilhcultios with it. AVhen I In'Came 
Registrar, in 1911, the movement sIckkI in danger of starvation 
for want of capital. De{X)sits were not forthcoming ; stagnatiou 
threatcncil. Un-official workei's were asking how they could Ik5 expected 
to make bricks without straw', and Tlopiity Commissioners wanted to 
know what was to be done. The AIIahaba<] Bank was willing » nongli 
to advance money, but the DirtH;tors of that institution very reason¬ 
ably askdl, ^‘How^ is a Joint Stock Bank to ju<lgc the solvency of 
remote central hanks which are strangers to it The case of the Sihoni 
Bank was exceptional; for Sihora is close to Jubbulpoie and to the 
local agent of the branch of the Allahabad Bank. I hayd long cherished 
the idea of a Provincial Bank as the final lirik between the Cential 
Banks and the money market. But, in 1907, I thought that wc 
might, jKjrhaps, be advanced enough for a Provincial Bank by 1927 ; 
for when the Sihora Central Bank started w<^ HCrajKxl together wit-h 
the greatest difficulty, the enormous initial capital of Ra. 2,000. And 
most of the subscribers were sure that their money w^as lost to them 
for ever from the moment they j>afd for their shares, I had already 
tried to organize two central l>aiiks elsewhere and had failed. Un¬ 
official w'orkers were, in those days, very few and absolutely tiew to the 
work; and when, in 1909, I spoke to the Mu. Muouolkar 

al)Out my scheme for a Provincial Bank he told me that I would nei'er 
suecced in tloating it unless Government would furnish substantial 
guarantees, ^^Give us a Government guarantee”, he said,and Berar 
will give you as much money as you require”. Much the same attitude 
prevailed in the Central Pro\dnccs. Howwer, by 1911 the p^>sition 
had cliangcnl. Something had been done to show that these new-fangled 
co-operative ideas had sense in them and central banks had steiidily 
earne<l and paid moderate dividends. For the Provincial Co-cq>erative 
Bank a capital of Rs 5,00,900 was asked for and w^s speedily over¬ 
subscribed. Most of the capital came from Jubbulpore, in wtuch 
district co-of>eratiou wrts firmly established. A great deal came from 
Nagpur, thanks to the coidial assistance of Sik G. M. CHiT.VAVfs; and 
tlie rest (^me from other districts in the Central Provinces. Mothing 
could be obtained from Berar. The Directors of the Allahabad B^uk 
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were sympathetic; for tliey wisely perceived that co-o[)erative Ijanks are 
allf<;s of and not rivals of the joint stock banks, and they accepted the 
Provijieial Bank as the Jink jiecessary to complete the chain between 
the small and distant village society and the great money markets. 
The Provincial Bank has a strong Board of Directors with whom the 
Eegistrar works in close consultation. But at the request of the share¬ 
holders themselves, the llegistrar has been exercising and must, for 
some considerable time to come, 0 x 01*0180 certain executive {>owers which 
are essential to the prompt dis|)osal of business. Here again, it may 
be noted that the Directors of the Provincial Bank are being brought 
face to face with numerous problems with which, but for the Provincial 
Bank, they would not have had any chance of becoming acquainted. 
Education in co-oj>eration is leading them along fresh and broader 
paths of knowledge and thought. With the opening of the Provin¬ 
cial Bank to deposits (an event whici) has quite recently occurred) and 
the strengthening of its connection with the money market wo shall 
pj’obably be able, before long, to organize co-opex'ative mortgage credit 
societies for our landed proprietors, many of whom are complaining 
that co-opemtion has left them out in the cold. Whether they will eo* 
operate or not remains^ of eoime^ to he seen. 

Before the Provincia! Bank started work it was difficult and indeetl 
almost impossible for the Central Banks to accept deposits with safety. 
Term deposits, if accoptod, c<arry with them the necessity of meeting 
all obligations to depositors exactly on the due dates. Anybody who 
has had actual experience of co-operative banking must be aware that 
the requirements of societies cannot be made to fit in with a bank's 
liabilities to its dei>ositors. The provision of ample cash reserves or of 
rosoiu’ces from which cash can at once be obtained to meet withdrawals 
has to lie made before deposit banking can be undertaken. Such pro¬ 
vision the Provincial Bank has been able to make; and go it has been 
possible for our Central Banks to turn their attention to de^mit bank¬ 
ing. The results have been surprisingly good; and Central Banks 
have been able to j^^’Gve that they have the confidence of the public 
and can obtain large amounts in deposits. Much of the money depo¬ 
sited was lying idle before if was entrusted to Central Banks; and I 
cannot but }x>int to this introduction of dejwsit banking as yet another 
most valuable result of [xipular education in eo*aporation. Not otdy 
do Central Banks receive dei^osits; but societies also accept deposits 
from tbeir own members. Certain minimum annual deposits have to 
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be made ficcordaig to one of the bje-laws of soeictios. Now societies 
dislike this bye-law, ant! they try to disregard it. But after a 
yetir or so they ci>inmeuce to appreciate it; and there arc now grounds 


for hope tliat the practice of burying metallic money in the ground 


will gradually disapjK-ar. 

The idea of reserve funds is a novel one to the societies ; indeed it 
was novel enotigh to Central Banks, many of which were eager to 
distribute as much jirofits in the shape of divitlends as tpiickly as they 
could. The larger the lii-st dividend the better, they thought, was 
the (prality of their business and the greater the proof of their success. 
The value of the reserve funds is now more generally appreciated 


simjily because eulighteunient lias come with the eo-operative 
♦movement. Another advance which is remarkable is the change in 
attitude displayed toward.s borrowing as such. At first Central 
Banks paid far more attention 1o the borrower’s credit than to the 
necessity and nature of the purpose for which the loan was rc<][uircd. 
But Central Banks now understand, and so do societies, that 
borrowing except for productive purposes is not calculated to induce 
prosperity and to increase a.sseto. A saner and better u.se of credit is 
being made. Education in eo-oi)cration has had this amongst other 
effects on popular character. In some districts, too, a marked 
decrease in litigation is being attributed by District Judges to the 
spread of the co-operative movement; and I know that a healthy 
public opinion has appeared in villages in which it Inwl either never 
existed or had been dead or asleep before co-operation commenced. 
It is not in financial statistics alone that the work which is beino' 
done is to be seen. \et it cannot be too strongly insisted on that 
vitality deixiiKls on successful finance ; not, of course, on the earning 
of large dividends gained by the exploitation of the borrower to bis 
detriment, but on the effectiveness of that disciplined organization 
which makes every man feel that he must do his full share of work and 
acquit himself honourably of his duty. Co-operators have asked for and 
have obtained public support. They are trustees for public money, and 
if any of that money is lost, confidence in the movement—I will go fur¬ 
ther and say confidonce in the future of the country—^will be shattered. 

I hai'c alrc*ady referred to our Union of co-operative banks. The 
objects of this Union are, as stated iu its bye-laws ;— 

(i) to provide a regular auil efficient system of supernsion, 
audit and control for all lianks and societies enrolled in membership ; 
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(ii) to socure imifonnity of practice and unity in effort and in 
aim amongst all co-oporative bodies in the Central Provinces and 
Bemr 

(iii) to work for the common gfx>d of all co-operators and 
especially to see that cb-oj)erative business is conducted on sound, safe 
and progressive lines. 

The Central Banks each elect one delegate who is duly empowered 
to act and vot<? on their behalf at the meetings of the Union Congrcss 
wliieli is made up of these elected delegates. The Congress elects its 
own Governor, who may Ix^ the Registrar or any other duly tpialified 
person. At present the Registrar is Governor, and, as such, he 
nominates from the Congress members his own advisory council of 
four. The Governor’s term of office is terminable only by his death, 
resignation, or the vote of a two-thirds majority of the Union 
Congress. The ^Manager of the Provincial Bank is Secretary of the 
Congress, ej’-qjlfieio. Every Central Bank submit an annual 

budget the Governor showing :— 

(i) the name and the niimbtjr of paid servants to be maintained 
by the Bank and its societies during the ensuing year ; 

(ii) the salaries to l»e paid to such servants (a) by the Bank, 
and (b) by societies j 

(iii) the approximate suras to 1)C oxi>ended on stationery, 
printing, etc., for the Bank and its societies ; 

(iv) the means l»y which it is proi>osed to raise the funds to meet 
these expenses. 

Our Ckuiti-al Banks, of course, meet their expenses and pay tlieir 
Managei-s, InsptHjtors, Accouiiiauis, etc., from the income they 
derive fn»m interest ; it must by noted, from the interest on 

reserve funds wliich is left to accumulate in reserve. But 1 he borrowing 
societies carry the whole of the diff(*rence between the rates of interest 
paid by societies and their individual members, as well as all profits 
on deposits and on accumulated reserves, to their re>serve funds, wliich 
we fully recognize must be strengthcneil with the least [lossible delay 
by all the means at our disposal. To this policy we iiitoud to hold 
fast j at any rate until reserve.^ bear a far greater proportion to 
liabilities than they do at present. Meanwhile, until we can prudently 
devote the income from invested reserve funds to metding annual 
expenses, wc ask and exj)ect the members of our co-operative societies 
to assist us in the efforts ^ve are making for them, ^ind Central 
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Banks have, almost without exception, adoptal a simple nile under 
which each indivklual member of every society pays an annual Ifmon 
sabsoription of Re, 1. This is an absolutely in» lasive charge awl, in 
return, a trained and efficient staff is maintained for the sjiecial 
jinrpose of writing up the acoovsnts of the societies, while all stationery, 
is also 8uppli«l. Under this scheme in onr advanced fianks, 
to every circle of l(M» societies is appointed a Union Auditor. Union 
Auditors are under the sole direction, control, and disoplmc of 
the Governor of the Union ; by him they are apixunted and hy him 
dismissed ; they work under the Government Auditors, and no man 
can l>e employc<l to audit unless he is recognized by the ll<>gistrar 
under Section 17 (i) of Act Z of 11)12. For every circle of fifty 
societies a Union Mohurir is employed. Union auditors arc in a 
class alone, but they as AVell as Mohurirs are paitl by the societies an<l 
in this important resjwct they are distinct from Jiank staff 
(which is, of course, also Union staff). No pains are siMired to make 
societies understand <;hat the men they imy are their servants and 
not their masters. Societies are learning this very readily ; and they 
are quick to detect and to complain of any shortcomings on the part, of 
theii servants. It has already been jwinted out that societies have 
votes in the Bank which they belong to ; and it is tliis control which 
societies possess over a Bank’s affaii-s whicli renders it safe to employ 
Union staff. Were societies merely the customers of a Bank and 
not its proprietors I lielieve that this piid staff would speedily become 
a eolom-able imitation of the suboi-dinate Government staff,—the 
Patwari, the. Irrigation Amin, and the rest. Education in co¬ 
operation is revealing many things to the humble peasant, and the 
revelation l onnot fail to have a stimulating and jmrifying infiuence on 
rural politics and environment. 

The formation of the Union, itself a product of education in co¬ 
operation, has had an<l is having a very satisfactoiy .and remarkable 
influence on the quality of the work done by co-oj)crativo banks. 
Regularity and strict attention to essential banking detail is replacing 
spasmodic effort and unpunctuality. Our banks lijive got far to 
travel liefore they are perfect; but if they ever develop into niitdel 
institutions, as I hojie they will, it is to the Union that they will owe 
far inor»' than they at present dream. Thanks to the Union an annual 
increase in sham capital is now assnrwl. And to the Lnion is 
due the establishment of a Famine Insurance bund which will 
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incr6?is6 stofulily ns tliG ycnrs piiss. Union byo-lnw No. 13 riinb ns 
follows :— 

“Every Central Bank sliall, with its eonstitnent societies, make 
an annual contribution to the permanent and indivisible 
funds of the Union. Such annual contribution shall bo a 
sum not less tlian 25 per cent, of the annual expenses 
budgeted for. Then follow those bye-laws :— 

“The annual contributions spccihcxl in bye-law 13 shall be allotted 
to the respective Central Banks making them and Central 
Banks sliall employ the whole of the money so allotted in 
an increase of their share capital. ” 


“Share capital thus obtained by Central Banks shall be employed 
by them ill their own co-operative business, but shall be ' 
held by them on be])alf of the Union and the shares shall 
stand in the name of the Union, 

“The dividends earned by Union shares shall be paid to and 
invested by the Governor of the Union in Trustee Seeiiri- 
ties to form a Famine Insurance Fund to accumulate at 
compound interest. “In the event of famine or wide¬ 
spread crop failure and consequent tightness in the money 
market the hnaneial resources of the movement may 
seriously contract. To provide for such a monetary crisis 
the Governor of the Union shall have jicwer to make 
loans out of the Famine Insurance Fund to the Provin¬ 
cial Co-operative Bank in time of need at the average rate 
of interest at which the Provincial Bank was obtaining 
loans from the money market during* the preceding twelve 
months. Such loans shall be of the nature of temporary 
advances only and the Provincial Bank shall bind itself to 
recoup both principal and interest to the Famine Insu- 
ivance Fund as soon as the money market becomes normal 
again? 

The spirit of these bye-laws is the spirit of prudent co-operators who 
have not been blindixl by a new enthusiasm to tlicir duties a-' servants 
of the public. Nor has the Union failed to think of the paid co-opera¬ 
tive staff whose lives will be entirely in the service of the cause. 
The Union cran employ no servant who is without a Union license j and 
this will give the staff a recognized status. There is a Provident Fund 
too, and to this the Union adds for every servant JO per cent, of his 
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salary; oompound ink-rest at C per eont. is allowed on these contribu- 


tiovi and is credited to each account. Dishonesty and gro^s neglect o€ 
duty are punished by forfeiture of all claims to any share in the Provi- 
dent Fund. Before full privileges in the Fund arc allowed 15 years of 
approved service must have been eoinplctetl while speeml rcwanls are 
promised to service of exceptional merit and length. Such, in brief 
outline, is the Central Provinces Union of Co-operative Banks which, 
unless I am absolutely mistaken, will help not a little in the advance¬ 
ment of popular education on practical ao-operativc linos. 

In eonelnsion I must mention the valuable work being done by co- 
oporativ'e banks in the technical improvement of agrieiilturo and indus¬ 
tries. Throiigli the channels opened out by Central Banks, by tlieir 
agency and with the assistance of their Directors, the experts of the 
Agricultural and Industrial Department, whose task, as we all know, is 
on”e of extreme difficulty, are steadily getting into touch with societies 
of men willing and prepared (though by no moans imrfectly preparal) 
to listen to them. This satisfactory result has been gained because, 
through Central Banks, communication has been rendereil iwssible with 
the small individual cultivator or artisan in his isolation, and hi.s igno¬ 
rance. Prom their Central Banks, moreover, societies ’.can obtain 
Que-iuitable terms, the funds for bettor seed, better implements, and 
better cattle, and bettor silk, bettor yarn, purer metal, without putting 
their heads into thq noose which that: universal person, the usurer, knows 
so well how to slipitight at his own eonvenienee. If lack of wholesome 
crwlit stood in the way of agricultural and industrial improvement a 
few years ago it neoil do so no longer. And as impular eilueatiou in co¬ 
operative methods progresses the efforts of the Agricultural and Indus¬ 
trial Department must become more and more effective. Our best 
Imnks are already thinking of having their own small demonstration 
farms which can easly he inspected and guided by the Agricultural 
Department. These farms will adjoin the new buildings which banks 
must build themselves before very long, and thus situated they will 
serve as eontiuuous object lessons to the many thonsauds.’of cultivators 
who come to the Centra) Ikanks for money. I have already been asked 
by unimaginative jicople why co-operative banks should undertake 
work of this kind. *^y veply is that in the be-st and most successfal 
kinds of modern business the science of philanthropj’ has been found 
both necessary and protltahle. From the purely business iioint of view 
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jurt of their pro^^maimos. I think I can quite safely go further than 
that and say that unless co-operative banks <lo make popular education 
part of their business they will <loeay just as rapidly as they have 
sprimg up. I take exactly ti>e same view of the industrial as[ioct of 
co-operative work. Commencing, quite simply, with soemties for credit 
ajjd thrift, Centiul Provinces \veavers are turning out better and more 
marketable staff and are alro4wly buying raw materials wholes-ale. They 
have just commenced to think of eo.oi)enitive sale ; and they 
are asking for the dy shuttle looms they Hatly refused to 
consider only two years ago. Brass #and boll-metal workers are 
dilRoult p^iopie to persuaile ; but oven they are eomincncing'’ to use 
stamping presses and improved lathes specially designed for their needs 
by Mr. Cove, lleadmastor of the School of Handicrafts in Nagpur. 
These are encouraging signs ; and there can be no doubt that 
as the co-o}>?rativo credit and banking machinery becomes moro 
efficient, faster, and less clumsy in operation, co-oj>erativo enterprise 
will extend to the production of superior varieties of wheat and 
cotton, to the breeding of pe^Hgree cattle, to the control and mange- 
ment of cotton gins to the wholesale dis|>osal of maimfaetuved articles, 
u> the production of pure seed of guaranteed quality and germination. 
We are alrearjy doing something to direct popular effort in these 
directions. But I hold that Government need be in no hurry to in¬ 
troduce thes>3 schemes for they will be found knocking at the door as 
soon as our banking and cn^iit arrangements are in order. 

A little first-hand knowledge of co-operative work has an excclieut 
effect upoii those who form, upon theories and book learning, opinions 
which are too optimistic or too pessimistic. In co-operative affairs 
simple facts count for so much; and Registrars have to deal with 
thing.s as tliey are and not as they ought to be. The interests at 
stake are so great and so complex that they eannot but be, and must 
always continue to be, the intimate concern of (xovei'omvnt. But as 
I have alrea^ly said, the eo-opemtive movement can easily be ruined 
and tlie whole structure of our banks and societies can be brought 
embing to the ground by cither too much or too little control. It is ^ 
the duty of tlio Registrar to aet as co-opemtive adviser to Government 
as well as to the peo[>]e; it is the task of the Jl^^istrar to see that 
official and unofficial efforts are blended liarnioniously together. 
He must take his good where he finds it; he must know the 
waters over which he has to pilot the niovoment; and he must 
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not allow that aimless which is certain to end on the 

rocks of monetary loss. It is essential that a Reg'istrar should properly 
appreciate the means at his disposal and bo doiinito in his purposes and 
aims. For when all is said and done, it is the Ueg'fsti’ar who has to 
fra-me the policy of co-operative' banks; and it must ]>e his care to 
make this policy generous and comprehensive. There has of recent 
years been much discussion on all sides as to what Registrars should 
do and should not do, Sim’ilary, there has been much argument as to 
the exact pirt which Government sliould take in tlie co-operative 
movement. This paper has been written ifi the Impe that an account 
of our development and our experience in the Central Provinces may 
assist in the solution of the^^e prohloms. I have tried to show that 
where officials and uiioflieials have worked earnestly together for the 
cause, there, and there only, have good results been obtained. Where 
on the other hand, such co-operation has unfortunately been absent 
notliing has been accomplished. It appears to me that the future of the 
co-operative movement in India de|}elids upon the continuance of an 
ecpiitable partnership between the State and people, and I believe 
that this^ will become more and more evident as our co-oj)erative 
education proceeds. That popular effort will speedily gain in vstrength 
and volume must be onr pious wish. 




[Krtracis fi'om the Moral and Material Progroi^ .Report of India^ 
Demmial Isme^ 1913, pp. 249-02,'} 

Co-orKRATiVK Credit Societies. 

The (^“Operative movement in India is a recent dev’’elopmr?nt^ due 
to actioii taken by Government. It has hitherto been concerned 
almost exclusively with credit S(Xjieties, though activity in other 
directions is beginning. Tlie movement is not eonlined to 
agriculttirists^ but it was with a view to their benefit, mainly, that 
societies were started, and the great bulk of thi* societies are riiral. 
It may safely be said, also, that no line of advance offers greater 
possibilities in the way of the improvement of agricultiire. 

The possibility of improving the credit of the rural population in 
India by the establishment of a system of Co-opc^rativc Credit 
Societies had, at the heginniug of the period under review, been for 
some time engaging the attention of the Governniimt of India. The 
question had previously been taken up independently in some 
provinces, and in some cases practical steps had b^eii taken. The 
most striking development of the co-ojiciTitive principle on indigenous 
lines had taken place in Madras, where the nidim, described as mutual 
loan funds, liad attained on the whole a very considerahle degree of 
success, in spite of numerous failures due to fraud, ignorance, the 
unsuit^ability of the law, and the absence of supervision. There were 
in 1001 over 200 nidhu, with 36,000 members and a subscribed 
capital of £1,700,000. They found tljcir clienls, however, among a 
more highly educated and advanced class than the mass M}f. the 
agricultural ixjpulation, to whose needs their constitution was not well 
adaptel. In other parts of the country the societies that had been 
started had hardly j)as8ed the exjjerimental stage, In the United 
Provinces steps had been taken in 1000, at the suggestion of the 
local Government, to establish societies in many districts ; in the 
Punjab a few societies had been formed about 1898 by district 
officers on their own initiative, and in Bengal several societies had 
been started, and ap{x;aro<l to have attained some success under the 
fostering influence of sympathetio officials. 

In 1901 a Committee was appointed by the Government of India 
to consider the whole subject in the light of reports from the local 
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Governments arid of: the experience already gained in tire provinoea 
referred to above. Tbc report of tiro Comirutfcec was laid before 
Parliament. It was now apparent tJial no real advance was possible 
without legislation, tiro elaboi*ate provisions of the Companies Act 
being wlioHy imsuited to societies of the kind in question. Legislation 
was tlierefore nnderfakea with the object, firstly, of taking such 
societies out of the operation of the general law and substituting 
j)rovi.sions specially adapted to their constitution and objects, secondly, 
of conferring upon them special privileges and facilities, so as to 
encourage their formation and assist their operations, and, thirdly, 
as a necessary corollary, of taking precautions against the improper 
utilisation by speculators and capitalists of privileges not intended 
for them. 

Legidafim.—k Co-operative Credit Societies Bill was accordingly 
introduced in the Governor-GeneraPs Legislative Council in October 
190d, and passed into law as Act 10 of 1904. In view of the wide 
diversity of conditions in India, and the experimental nature of the 
measure, mripUcitg and eladiciig were kept in view as cardinal points, 
Broad principles were laid clown, and certain pn.*caiitions insisted on, 
subject to whieb, and to rules to be made by local Governments, in 
the same spirit, in accordance with local needs, the iwople were to be 
left to work out tlieiv salvation on their own linos, the function of 
Government being confined to sympathy, assistance and advice. The 
objcKst of the Act, as stated in its preamble, wasto eueourage 
tlirift, self-help, and co-operation among agriculturists, artisans, 
and persons of limited moans. Local Governments were em¬ 
powered to appoint provincial Registrars of Co-operative Credit 
Societies, whose duty it would be to scrutinise applications for 
registration under the Act. Subject to the provision that any 
association of not less than 10 persons might bo registered by the 
special order of a local Government, the Act laid down that a society 
should consist of persons residing in the same town or village or the 
same group of villages, or, subject to the sanction of the Registrar, of 
memlxjrs of the same trilHJ, class or caste. Societies were classed as 
niral ” or urban and it was laid clown tliat four-lifths of the 
members must be, in the first case, agriculturists, and in the second, 
uon-a<^**ricnlturi.sts. In the case of rural societies the liabHity of 
members was to be unlimited, unless a deiiarture from this rule were 
gpecially sanctioned by the local Government j in the case of urban 
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sociitie?, liability might 1ms (jithyr limited or unlimital, as might be 
J>^o^■ided by byo-lawa or rules made under the Act. Profits^ in the 
case of a rural soeiety, n-ere, in the first instance, to be earriefl to a 
reserve fund, oi applied to the reduction of the rate of interest, and 
a lx)nus might l^e distribntid oulj' wlien rei;iuireraents in these 
direetions had been fully met; urban societies vrere aJso to cany at 
least a quarter of the annual profits to a reserve fund. lioans were 
to be made only to members, or, subject to tlie consent of the 
Kegistrar, to a rural society. Limitations were placed on the interest 
in a society that might be held by a single member, and on the 
transfer of shares. Privileges ineliiiled the exemption of a member’s 
shares or other interests in the capital of a society from attachment 
for private debts, the grant to societies of a me.ssure of priority over , 
ordinary eretlitoi's in enforcing claim,s on crops, cattle, &c., and 
provisions for exemption, at the discretion of the Government of India, 
from income tax, stamp duties, and registration fee.*'. Provision was 
made for eompulsoiy inspection and audit by the Kegistrar, for 
compulsory dissolution, subjecd to apyieal to the local Government, 
and for liquidation under a simple procedure. Finally, wide rule- 
making jiowers were conferred vqKm Iwal Governments. 

'Idle development of co-operative societies during the period under 
review took place under the Act of ]90i-, hut in the last month of the 
decade the Act was repaled and replaotvi hy the Co-operative Societies 
Act (Act 2) cf 1912, which introiJuced im[K)rtant changes in the law. 
Exiierieuee had shown that, in spite of the simplicity and elasticity of 
the earlier Act, there were ceilain respects in wdiieh it was desirable 
to extend its seoi>e, and some points in regard to which amendment 
of the detailed provisions was required. The first change made is 
indieatcil by the difference between the titles of the two Acts. With 
the spread of co-opei-ative credit societies, there had arisen in many 
parts of India a desire to initiate other soeietie.s of a co-operative type, 
having tor their aim the production or distribution of commodities 
and not merely the provision of credit. The new Act accordingly 
provides for the registration under the Act of any society “which has 
as its object the promotion of the economic interests of its members 
in aecordanco with co-o()erative principles,” or any society “’established 
with the object of facilitating the o)>cmtions of such a society'.” The 
statutory distinction between “rmal” and “urban” societies is dropped, 
the riwlieai diHerontiaiion between .societies with limited and 
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iiulimit4:*cl liability alone being retained. The pnneipile that agricnitnral 
credit societies must generally be eonstitiitod on tlio basis of anlinritecl 
liability is retained^ but with a view to bringing witliin the provisions 
of the Act societies that have grown up and done nscfiil work in some 
parts of tlie country, the distribution of profits by ^^inlirnited'^ 
societies is allowed in cases u hero this course is sanctionwl by the local 
Government. The fourth new feature of imi)ortance in the Act of 
191;3 is that it provides for the formation of societies the meml)ers of 
which shall be other co-operative societies. The grouping of societic’s 
in this way into unions, and their financing by means of central 
banks, is an essential feature in European systems, and action on those 
lines had already been found feasible in most ]>rovincos of India. The 
other changes introduced by the new Act were of loss importance and 
do not call for special notice. 

Progres^^ of the Co-operative Movement ,—The provincial Registrars 
appointed after the passing of the Act of 1001 were expected not 
only to carry out their formal duties under the Act but also to foster 
in every possible way the growth of the co-operative movement. In 
the instructions issued by ihe Govenmient of India, local Govern¬ 
ments were invited to select a few districts in each province in which 
theexperiment might be most liopefully tried, and it was pointed out that 
it would be advisable to start cautiously and to progress gradually. 
Stress was laid on the necessity of reducing restrictions to a minimum, 
so that the people might be encouraged (subject to certain necessary 
safeguards) to work out the problem on their own lines with such 
guidance and help as could be given to them. 

W hen the Act was under discussion many doubts and fears w^cre 
expre.ssed. Ibose have in great part boon dispelled by subse<|ucnt 
experience. It has been found that the root of the niatb'r docs exist 
in India, and that Indians will co-operate, that unlimited liability is 
is not a bugbear, that societies hav’c succeeded in attracting capital, 
a.iul that they have not found the absence of a summary proctHliire an 
insuperable difficulty in the w^ay of collecting their debts. Making 
every allowance for the facts that India has been able to profit by 
the experience gained in other countries, and that the pioneer work 
has heen done b}" the State and not by individuals, progress ha.s 
indeed been extraordinarily rapid. Even so, the movement 
has as yet touched only the fringe of the vast population 
concerned. 




The lines of dovelopment have been different in diiferont parts 
.>f India^ but the same ^^eneral questions have arisen. It soon became 
evident that the future of the nioT(;ment depended on llic suceessfiil 
solution of the two coimeeted ju’oblems of ivnanec— i,e,^ the provision 
of funds —and supervision, Tlie main obstacle to expansion in the 
earliest stapes was the dirticulty of attracting outside eaj>ita!, and, on 
the other hand, the limits of personal supervi.sion by the Rogislravs 
were soon readied. The importance of avoiding* anything like a 
general olBi.*ialising of the co-o}>erativo movement lias abA^ys been 
kept ill view, and developtneiil was intended to jiroeeed along lines 
which would render it possible foi societies t-o provide superdsioii for 
tliomselve.s. It was recognised that the combination of village societies 
for the purposes of finance and control was as imporUmt as the combi- ^ 
nation of individuals, and that such combination was intimately con¬ 
nected with the problem of giving them access to the outside money 
market. Pending the solution of these ])robkm8, the policy generally 
adopted by Registrars was one of consolidation rather than extension. 
The iueal hehl up was the formation of societies into local and central 
unions which would not only finance their own societies but also super¬ 
vise tliem and encourage the further growth of the movement. So 
far as finance is concerned, there are now in all provinces a number 
of '^centraF’ societies, which lend to other societies only, and arc estab¬ 
lished for that purpose. As regards supervision, progress has been 
made ill varying degrees in the direction of the ideal above referred to. 
‘^Unions'" have been formed in many parts, some of which exercise 
snyxirsisory functions onlj^, ivhile others, such as the ^‘Central Bank¬ 
ing Unions"’ of Bengal, also finance their affiliated societies. 

• In Bombay a new (le}>arture was made in 1911 in the form of a 
central bank—^Ihe Bombay Central Co-o])erative Bank—with a Govern¬ 
ment guai*an tee for the interest on its debentures. The hank, which 
was founded on the initiative of leading local capitalisis, lends only 
to co-operative credit societies, subject to the aj^proval of the Registnir, 
and at a rate of interest which must not exceed S per cent. It was 
registered in Oet/obci 1911 as an urban society. 

A matter to Avhich special attention has been directed is the com¬ 
bination of the eftorts of tlie co-o|)crative and agricultural departments 
for the development of agriculture. Co-operative work lias in many 
places been brought into contract with that of agrieuitnral associa¬ 
tions, seed societies of a co-c»])erative character have been starU'd^ and 
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in many other ways the flesired combination has already been brought 
into play. 

Satisfactory features of the geiieml development of the co- 0 [>era- 
tive movement in India have been that only a small pro}X)rtion of the 
capital of the societies has been advanced by the State, that the purposes 
to which loans have been applied have been almost entirely productive, 
and that loans, genenilly sp}aking, have been punctually repaid. The 
rates of interest charged vary> but are considerably lower than those 
charged by local money-lenders; it is estimated that, at a low compu¬ 
tation,! he agriculturists of India are saved £100,000 in interest 
charges for every £1,000,000 lent out by co-operative societies. 
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EnypTiAN System of making Loans to AcmicuLTURisTs, 

from Iht Report on the Admi/diifrafion of d^^OJJpt ond the 
Soudan^ 1895^ 

Tlie Government has clone something to aid the cultivators. In 
1894'j they received advances of 5,000 ardebs of seed (1 aixleb 
rs^Oilbs.) ; in 1805, the cinantity was increased to 8,000 ardehs. The 
reason why advantage is not to a greater extent taken of the offer made 
by the Government in this connection is, that the cultivators are but 
too often so deeply pledged to the petty money-lenders that they are 
unable to resist the pressure, which these latter naturally bring to bear ^ 
on thoin> to abstain from asking for advances of seed from the Govern¬ 
ment. 

The remedy which would prohahly be the most jx>pular amongst 
the land-owning classes in Egypt, and which has, in fact, fretpiently 
been suggested to me by several lea<ling Egyptians, wmild be to esta¬ 
blish a Government Land Bank, which would redeem the whole, or 
nearly the whole, of the present mortages, and would for the future 
advance money at reasonable rates of interest on the security of tlie land. 
Those of my native friends who have spoken to me on this subject 
scarcely appear to realize the grave objections which may be urged 
against a project of this description, nor the very large amount of 
capital which would be required to carry it into execution. Apart 
from the fact that it would result in the Government becoming the 
creditor of a large part of the population, which is, i>erhaps, scarcely 
desirable on political grounds, it is to be observed that, iu order to 
attain the object in view which is, I coneelve, to afford iwrmanent 
relief to the land-owning classes, another step would have to be taken, 
na.mcly, that all j)rivate mortgages iijmn land, on the security of which 
the Government harl advanced monej’-, should be declared invalid. Un¬ 
less- this were done, a large number o? cultivators, after liaving 
borrow'od at a low rate of interest from the Government, would place 
second, third, and fourth mortgages on their land on account of loans 
contracted from money-lendera at high rates. 1 venture to assert 
that in a very short time the condition of the land-owning classes, 
generally, under a system of this sort, would be no better than at 
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I need haixlly aeld that any such radieal legislation as the total 
abolition of the of mortgage save with a Government Bank is 
(jiute out of the (question. 

There remains, ho^vever, another remedy which is more vvortliy 
of consideration. 1 do not t^y it will save the liopelessly improvident 
cultivator, but it may afford an opportunity to those who are not hoi>e- 
lessly improvident of saving themselves. 

It would l)e desirable tliat some respectable banks should take up 
the class of business now almost exclusively in the hands of the petty 
money-lenders. I have reason to believe that they have so far 
abstained from doing so because the business is very troublesome^ and 
more esjxieially in view of the large staff of agents, required—not over 
lucrative. There can, I think, be no valid objection to the Government 
acting as pioneer in an enterprise of this sort. Acting on this belief, 
the Egyptian Government has recently decided to devote £ E. 10,000* 
to advances in sums which are in no case to exceed a maximum of 
10 ill the aggregate, or of £ 2 per feddant. The rate of interest will 
bo 6 per cent. No advances will be made to proprietors of over 5 
feddans. The formalities to l>e gone through in order to obtain an 
advance will be of the simplest description. 

It has been notifieil that the Government has no intention of 
embarking n[X)n banking operations on a large scale. They merely 
wish to make an experiment in a few selected districts. It will depend 
on the results of this exjierirjient vvliether at some future time an 
endeavour is made to come to some arrangement with a private bank 
with a view to more extended operations. It is impossible to feel 
very sanguine of success. All that can for the present be said is that 
the experiment seems worthy of trial. 


* £B. lOs.m. 
t A Pedclau is very uearl ^ =an acre. 



[^Extracts from the Report of 1S96P\ 

^^The experietjce g'ained La.s convinced rne of the ^reat benefit 
that an agricultural bank would be to the smaller cultivators. The 
experiment made this year has not only l)eon a great boon to the 
villages where the advances were made, but has had the etiect of 
making the money-lenders in the neighbourhood reduce their i-aies 
of interest considerably, and has opened the eyes of the fellaheen 
to the possibility of money being procured at more incKlerate rates.” 

On the whole, I think it may be said that the experiment has 
proved snecessful, but I must repeat that it is quite impossible for 
the Government to undertake operations of this sort on a large 
scale. It remains to be seen whether any private bank or banks 
will take the matter up. 1 hardly feel sanguine that they will do so. 

1 may mention in connection with this subject that during the 
year 1896; 8,4.50 ardebs (an ardeb=::'207 lbs.) of specially selected 
seed was sold to the cultivators by the Government at P.T.*^ 58 an 
ardeb. The purchase-money wo^ made payable in three equal insial- 
mcnls spread over the last quarter of the year. Money-lenders 
were at the same time advancing inferior seed at from P.T. 70 to 
100 an ardeb, payable at the time of crop. 

It is worthy of consideration wliether the system of Government 
advances of seed should not receive some further extension. 


^ 1 V. T. (Piaetra Traftic) 




miST/fy 



[BMracLs from the Report of 1808,] 


As ail experin^euhil Hieasiire, the Govoriimcnt at- one time a^vanccfi 
£ E. 10,000 ill small sums to the fellaheen. Tlie experiment proved 
sufficiently successful to afPonl oncourageinent for private^ enterprise 
to enter this held of action. The l^l^yj^tian (hedit Foncior consented 
to lower the ininimum amount of its advances to £ E. 100. Inas¬ 
much, however, as the advances made by villa^^e money-lenders are 
i^enerally in small sums of less than £ E. 10, it was evident that the 
limit of & E. 100 was still too hij>h to reach the majority of those 
whom it was desirable to relieve. 

A further tentative step lias now been taken in the direction of 
dealing with this (piestion. I'iie newly-ereatod National Hank is 
alKint to make advances of small sums up to £20 at 0 per cent, 
interest. Further, tlie Bank offers a^lvancos up to £ 100 at the same 
rate of interest, to tliose who wish to pay off their old debts ; re[)ay- 
ment to the Baidc wdll be made in five yearly instalments due in 
October of each year, that is to say, at the time the cotton crop is 
gathered. All such advances wdll be reported to the Government, 
who will instruct the tax collectors to enter them on the ^^Wirde.s,^** 
and eifoct tlie recoveries with the taxes. 

The 9 per cent, interest will be distributed as follows : 1per 
cent, will be paid to the local agents of the Bank ; ^ per cent, will 
go to the tax collectors ; the reniaiiiiug 7 jHjr cent, will bo retained 
by the Bank, which will be juit to some expense, notably in the 
direction of appointing a thoroughly trustworthy European Inspector, 
who will visit the villages and control the action of the local agents. 
The services* ^f an official of this description arc indispensable. 

Tlie experiment will, for the present, bo tried in one district only. 
Should it prove successful, the Bank will be prepared to extend its 
opc^rations. 

As the fellaheen at present habitually borrow money at exorbi¬ 
tant nit-cs of interest—sometimes as high as 40 per cent., and even 
higher—^it is probable that advantage will be taken of the terms 


♦ The “Wirde” is the Schedule iu the posseseiou of each laudowuor, settiug 
forth the amounts due for land tax and the dates at which payments should be 
made. 
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now o&red. But I must Fe})oat what I have said before on this 
subject^ namely, that the measures now in course of execution must 
still be regarded as wholly experimental The relations between 
the money-lenders and the cultivating classes, which are very similar 
in character in all backward agricultiual countries, constitute an 
economic problem of extreme diiiiculty. I am not aware that any¬ 
where a thoroughly satisfactory solution of this [)roblein has been 
found. It is, in fact, impossible to feel vsanguine of the success of 
any protective measures devised with the object of safeguaixling the 
Ix)orer class of cultivators against the consecpiences of their im¬ 
providence. In the present instance, all that is possible is to give 
the cultivator a fair chance of escaping from his financial embarrass¬ 
ments ; but no measures devised by the Government can prevent his 
incurring fresh 2 >ecuniary obligations of a nature to frustmte the 
intention of the scheme now contemplated on his behalf. I am W'ell 
aware of the force of these arguments. They do not constitute a 
sufficient reason for total inaction ; but they enjoin watchfulness, with 
a view to deciding, by the light of the practical experience which 
will eventually be gained, whether it will or will not be desirable to 
coiitiuiie the ex]x;rimeiits now in course of progress. 
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lExtracts from, the Report of 1S99.] 

The experiment, however, was siifficieiit to show botli that the 
fellaheen would willingly avail themselves of whatever facilities 
could be offei-ed for Inwrowiug at a low rate of interest, and that 
the practical difficulties in the way of recovering the principal and 
interest, on a number of small loans, though considerable, were not 
insurnioun table. 

The next step taken was to induce the Egyptian Credit Poncier to 
lewer the minimum amount of its .atlvanees hi ,£ E. 100. This 
measure was practically nniwotluctive of result, the minimum being 
still too high to meet the requirements of the mass of the borrow¬ 
ing classes. ^ 

The establishment of a National Bank in 1898 enabled a further 
experiment to be made under circumstances which were more favour¬ 
able to success. Indeed, one of the main reasons which induced the 
Government to assent to the creation of this Bank was a desin; to 
facilitate the treatment of the question now under discussion. 

The Belbeis distrkt in Lower Egypt was chosen as the field 
of operations. This district consists of sixty-eight villages. In 
eighteen of these the land is held by large proprietors. During the 
spring and early summer of 1899, 1,580 advances amounting in all 
to £ E. 4,780, ware made by the Bant in the fifty villages where the 
land is hedd in small lots. These loans were all repayable in the 
autumn. The result, I am informed by Sir Edwin Pai-mek, the 
Governor of the Bank, “has been thoroughly satisfirctory ; the whole 
of the money due in the year was collected by the Govenment tax- 
collectors.” 

I should explain that the debts of the fellaheen may lie divided 
into two distinct categories. In the first place, it is a very general 
practice amongst the Egyptian cultivators to borrow small sums in 
the early part of the year and to repay the loan and interest in the 
•autumn, after the cotton has been sold. In the second place, loans 
larger in amount and of longer duration are, for various reasons, 
contracted. 

It w'as obvious that very little would lie done to relieve the 
population generally if the Bank confined its operations solely to 
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the first of those two categories. It is the second class of loan 
which is most onerous to the population generally, for the i*ate of 
interest usually charged hy the village money-lenders is so high 
that the cultivator, having once bonowod money, but too frequently 
finds himself involved in inextricable financial dilficulties as the 
result of a loan which may originally have been for no very consider¬ 
able amount of money. 

Guided by these considerations, the Bank consented to make 
870 loams, amounting in the aggregate to & E. 2rfi,7/iO, and repayable 
in five yearly instalmciits, to tjie cultivators of the Belbeis district. 
In all these cases the money was advanced to persons who were 
already indebted, and who were thus enabled to effect a commutation 
of their debt^ on favouralde terms. 

It is probable that the business has not so far proved snflicieritly 
remunerative to the Bank to compensate for the very considerable 
amount of trouble and expense involved in dealing with a number 
of these petty tran.sactions. This, however, is duo ])artly to the fact 
that the opemtions have so far been condueteil on a small scale- 
The expenses, which are considerable, owing to the absolute 
necessity of employing trustworthy and competent supervising 
agency, will, of course, pro|X)rtionately decrease as the operations 
extend. 

It was felt, however, that no permanent success could be attained 
unless the philanthropic eoivsidomtions which cluster round the 
treatment of this subjtx?t were so far discarded as to place the mfitter 
on a sound commercial basis, and thus insure to the Bank an ade^piate 
remuneration for their capital outlay. The Government therefore 
consented to allow the Baiik, in addition to 9 per cent., which is the 
higliest rate of interest allowenl by law, to charge a commission of 
1 per cent., which will go to their local .agents in the villages. It is 
estimated that, of the 9 |>er cent., wliich will be received by the 
Bank, alK)ut 3 per cent, will go in expenses, leaving a net profit of 
6 cent., from which, however, any loss incurred by biwl debts will 
have to ho deducted. 

This arrangcuiont, I hopo nnd believe, is of a nature to 
interest the Bank in the estonsion of the scheme. In fact, the 
Bank has now consented to extend its ojwrations to three more 
districts. £ E. 100,000 will be advanced in these districts, of which 
£ E. 2.n,000 will be .levoted to loans repayble within the year. The 



I>a]aiie<* of £ E.75,()00 will be lent on mortgage, the loans being 
repayable in live yearly irustalinouts. 


The pK)pularity of tiie measures recently taken itj the Belbeis 
district is suilicicntly shown by the immorovis requests which have 
been received by the Bank from persons vesiding in districts which 
J)avc so far not been comprised withiii the s[)hore of operations. 

1 must, however, repeat the warning which I iiave given on 
previoxts oeeasions when dealing with this subject. The project is 
still in an experimental stage. Its ultimate success, considered in 
the light of a possible solution of a very important and difficult 
economic problem, dejKnids on wiiether the majmity of the cuitivating 
chi'^ses, having once been relieved from any very onerous debts 
^^vhieli they may have contracted, will or will not use tlitj comparative 
tiuaneial freedom thus acquired to plunge again into operations from 
wliieh it will be extremely diflicult, if not altogether impossible, to 
extricate them. 

It would be premature at present to express any confident opinion 
on this point. Such little evidence as is forthcoming, however, 
mther points to the conclusion tliat it is erroneous to siipjK)se that the 
Egyptian fellah will almost invariably incur debt up to the maximum 
amount of his credit. I do not doubt that a certain number of 
cultivators, after they have commuted debt on which they are perhaps 
paying interest at the rate of 40 per cent., or even more, into one on 
which they will pay 10 per cent., will use the margin of income thus 
rendered available in order to contract further debt; but I contend 
that the present scheme may bt‘ considered a success if the nuuil)er of 
individuals who adopt this ruinous procedure constitute the exceptions 
rather than the rule. 

Much, indeed, has frequently been wuhtten and said alioiit the 
inveterate improvidence of the fellaheen population ; much also on 
the impossibility of saving any one, by legislative or administmtive 
measures, from the consequences of his own folly. I am not prepared 
to deny that there is much truth in the objections winch, on these 
general grounds, have been occasionally urged against the measures 
now under discussion. The other side of the question is that, until 
of recent years, the system of government prevalent in Egypt was 
certainIj^ not of a nature to encourage thrift. Time will assnre<?ly be 
reejuired to wean the Egyptian [)opulation from habits acquired during 
the long [Kjriod when but little respect was shown for the rights of 
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property, and when the demands of the tax-gatherer were not merely 
excessive, but also uncertain and capricious. Bui any one who has 
seen much of the fellaheen population can bear tesiimony to the fact 
tliat they are a very hard-working and industrious lUce, who are 
keenly alive to such matters affecting their own intt‘rests as they 
clearly understand, 

I know of no reason for holding that, as a class, th»?y are 
in*titnevabl> thriftless. In any ease, no liarm can be done by 
affording them a fair opportunity for shaking themselves free of the 
debts by which tliey are but too often burthened, and thu.s giving 
the m a starting-point for the exci-cise of economy in the future. 
Without, therefore, taking a more .sanguine view than would be 
justified by the present facts of tlie situation, it is |)erniissible to hope. 
tliat the arrangements now made wdll be productive of some real 
benefit to the mass of the cultivators iu Egypt. 

Slionld the o]ierations conclnctal diuing the present year afford 
sutficient encouragement in that direction, it is to be hojied that 
the sphere of iictty loan operations will bi‘ gradually extended. In 
that case, as the siiins advanceil will be locked up, it will Ije 
necessary for the National Bank to increase its capital. 
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The main Featuues of the Koyfi'ian System. 

[ExtYacia from the Report of 1890,^ 

There are, bimdly speaking, two methods dealing with this 
problem, which, in spite of local differences, presents iiiueh the same 
features in all countries where a backward agricultural population 
is brought in contact with those modern principles on which the 
relations between debtor and creditor are based in all civilized 
countries. 

The fii-st is to protect the cultivator fiom the possible consequences 
of his own improvidence, ignomnee, or carelessness by protective 
legislation^ which is devised so that, in one form or another, his 
fitiedom of contmet is curtailed. 

The other is to dispense with all legislative measures of a 
protective character, and to seek for a solution by giving to the 
cultivators facUiUes for borrowing at reaHoualle rates, and thus both 
affoixling an op|:)ortunity to those wlio are already embarrassed of 
shaking themselves free from the grip of the usurer, and at the same 
time providing a means to those who have so far escaped financial 
emban*assmcnt of maintaining themselves in a position of solvency. 

I need not here discuss the merits and demerits of these two 
‘methods. It will be sufUcient for my present purposes if I state 
that the second has been adopted in Egypt in preference to the 
fir.st method. 

There is nothing novel in the principle. Land banks have tor 
a long time )>ast existed in many countries. Such an institution, 
under the name of the *T!Jredit Foncier,’^ was established some years 
ago at Cairo. I have explained in my previous lleports that this 
instiUitien, though in many respects of great utility, did not aid 
in the solution of the special problem now under discussion, the reason 
being lhat the minimum advance made by the ^‘Credit Foncicr^^ whs 
£ 100, a sum in excess of the loans usually contracted by the 
Egyptian peasantry. 

It is in the detailed application of the principle that, so far as my 
knowledge of the subject enables me to judge, the Egyptian system 
possesses some novelty. T need hajdly add that, in a matter of this 
sort, the details are of great importance. 
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Money may Im advanced to Mie culfivatorK either by the Govern- 
nient or by a private bank. 

The objections to purely (jiovernmont action in ligy[)t are twofold. 
In the iirst place, ilie Oovernineiit could not, without inuoli incon¬ 
venience, have pjjovicled the necessary capital. In the second place, 
the ortieiala of the Goveninient have not <he time to go amongst the 
villagei’H and seek out those who are in want of loJins. Even if they 
had the necessary time at their disposal, it is not aIi>ogether desirable 
that they should be employed on work of this sort. Further, they 
have no ixjrsonal pecuniary interest in the matter. When it has been 
publicly notified that, on aj>plicatioa to some Government authority at 
a certain time and place, small loans may bt' obtained on cortaiu 
conditions, the Government oificialv naturally enough, think that they 
have done all that is required of them. In Egypt a m ^asure of this 
sort would not sullico to wean the cultivators from tlieir longuestablish- 
ed liabits. T-hey would continue to resort to the usurer, and to borrow 
money at, perhaps, 10 per cent, althougli a notice might be j/osted in 
the village informing them that, by walking a few miles, they could, 
on certain conditions which they would often fail to understand, 
borrow at 10 per cent. What was required was that soiiio trust- 
woi*tihy agents should seek out clients, and explain to a large number 
individually the advantages of the plan offered for their acceptance. 
The Egyptian Government did, indeed, act as a pioneer in tliis matter. 
In 180(1 it advanced a sum ol t E. 10,000, confining its operations to 
a small cluster of villages. But although the experiineut proved 
successful, in so far as the recovery of the money was concerncKi, enough 
was Icarut to shew that if the scale of opemtions was to be oxtonded 
resort must be made to private enterprise. 

Ou the other hand, the einploymeat of private enh^rprise is not 
without its .sjHJciiil disadvantages. The main obstacle, which stood 
in the way of its employment in Egypt, was that no Bank |X)ssessed 
the ad minis tvative agency necessary to insure the punctual collection 
of llie interest and capital due on a very large nninber of potty loan 
oj^eraliona. Neither, under the circumstances, could the agency have 
been enated. It was clear at a glance that any attempt to create it 
would be so cosily as to render it necessary to charge a very high rate 
of interest in order to cover the exjxjnses and leave a fair margin of 
profit to the Bank. Thus, the main object of the scheme would have 
been frustrated. 




if 


pllOVlSlON OV BOJiROWlNG FACILITIES. 

these cireuinstances, an endeavour was made to devise a 
plan which would combine the advantaj^es and obviate the disa/lvan.* 
tages of the two systems. Hu's was done in tlio following manner. 
The Baiik incurs the whole financial rcs[)onsibiliiy of the undertaking. 
It hikes all the pi-oOts, and bears all the losses. The (lovcrniiient has 
no direct j>eciiiuary interest in the operations. The Bank, also, 
through its own agents, does all the work ot lending. In eveij 
district in which o[)erritioiis are undertaken an agent is ap]>ointed, vvho 
receives a commission of 1. i>er cent. [)er annum on any loan that he 
may make. Th(‘se agents arc placed under the general supervision 
of one English iiisi>eetor. 1 wish to draw particular attention to this 
latter detail, as it is an essential i^irt of the scheme. The success, 
which has unquestionably been attained, is mainly due to the fact 
that he constantly visits the villages where operations have been 
undertaken. He spt^aks Arabic well, and thoroughly uuderslaiuls 
the habits and customs of the peojde. He is thus able to control the 
local ag(;nts, both in tlie interests of the Bank and of the borrower 
and he is able to explain verbally to the latter the precise nature of 
the transactions in which they are engaging. 

It is only when the stage of repayment is reached that the Govern¬ 
ment stoics in. The ta.x-gatherei-s collect the money duo to the Bank 
at the same time as the land tax. Thus the Bank is relieved of all 
the ex}>enses of collection. 

Money is advanced at the rate of 10 per cent, of which, as I have 
already mentioned, 1 per cent, goes to the local agents in the form 
of commission. Of the remaining 9 |>er cent, it is estimated that 
about 3 per cent, goes in covering the expenses of tlie Bank, thus 
leaving a net protii of 0 per cent, from wliich, however, bad debts 
have to be deducted. 

Sir Edwin Palmku, tlie Governor of the National Bank, wiio has 
taken a very special interest in this matter, writes to me m follows:— 

‘‘ The experiment so far lias undoubtedly been a success, and the 
relief afforded to some tlunisiirids of fellaheen must have Ijcen con¬ 
siderable. The fact th.at the Bank is prepared to ailvancc small sums 
at A fair rate of inteivst has, in the districts where the Bank is working 
caustxl a fall in the rate usually charged by money-lenders, and tlie 
fellaheen have indirectly benclital in this way too. In ono district, the 
laigest money-lender left when the Bank began opeiutions ; in another, 
the Bank was regularly boycotted, and it was impossible to lind an 
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amongst the jK^ople of the district of any standing, they being 
neatly all monoy-leiulers tliernselvcp. An outsider had, therefore, to be 
appointed ; he had great difficulties at first, but the j>eoplc of this dis¬ 
trict mow begin to realize the ax:lvantages,and are dealing witli the Bank/* 
I stated last year that I consideretl the seheme as an exjxiriment. 
I am still of the same opinion. Some long time must, in fact, yet 
elai».se before it can bo considered as having passfxl out of the ex¬ 
perimental stage. Manifestly, the main danger is that the cultivators, 
Ixung once free from crushing debt, will use the niargiii of income 
they f has obtain to incur fresh debt. That some of them will adopt 
this proctedure is higlily probable. That the majority will fall into 
the same error is very far from being certain. Any opinion on this 
subject at present c;an be little more than a matter of conjecture. 
Lengthened exporieiiee alone can show whetlier, now that the taxes 
are no longer arbitrary and capricious, and the rights of proi>erty are, 
in fact iis well avS in name, secured by law, the fellaheen of Egypt will 
abandon the habits of extravagance of which they have so often l>cen 
accused, and develop national habits of thrift. I can only speak of 
my personal opinion, formed after long residence in this country. It 
is that, under favourable conditions for the exercise of economy, the 
Egyptian ])easant will probably prove more thrifty than the English, 
though less so than the Frencli member of a corresponding class of 
society. I am encouraged in this belief by the folloxving remarks 
which have been addressed to me by Si a Edwin PALiVinn. There is,** 
he aays, nothing to indicate that the fellaheen, once relievtxl of 
their onerous debts to the money-lenders, are inclined to plunge again 
into debt, Ix^yond the debt to the Bank j; indeed, the facility with 
which the recovery of the loans or instalments has been effected would 
seem to show that thi« is not the ease/* 

However this may be, it is abundantly clear that the experiment 
which is one of great interest and ita[)ortance, is well worthy of a 
further and prolongwl trial. 

Befoic leaving this subject, I wish to make a few remarks, which 
may be interesting both bcciiuse they are illustrative of the practices 
of tlie village usurers, and because they may servo to explain the 
advantages of the conditions now offered to the villagers by the Bank. 

I have occasionally heaid it suited that 10 per cent, is too high 
a I’ale of intcicst to charge, as the fellahem cau often obtain loam 
at that rate from the local money-lenders. 
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I have alrt^ady explained that, in order that these ojierations 
should f>e properly conducted, it is necessary to employ a somewhat 
exj,>ensive agency. I am convinced that there could W? no greater 
mistake than to employ very cheap—anil, therefore untrustworthy— 
agents. I do not tljink that 6 per cent,, including hvl debts, can be 
held to l>e more than a reasonable profit for the Bank. Moreover 
I greatly doubt whether the fellaheen would confirm the statement 
that they can, without tlie assistance of the Bank, obtain money at 
so low a rate as 10 per cent. Even the loans, which the email 
monf^ 3 "*-lenders make nominally at 10 |>cr cent., genonilly involve 
paying in reality interest at a far iiigher rate, the reason being that, 
throughout the curreney of the loan, full interest is eliarged on the 
total sum originally advanoeiL No allowance is made fora reduction of 
interest on account of the annual repayments of ]x>rtions of the 
capital. I give an illustration of the two proceedings, viz,, that 
a4lo]ited by tlic Bank, and that very commonly adopted by the 
usurers. Supixise the Bank to advance £ E. 100 for five years at 10 
per cent., the instalments due to the Bank would be as follows ;— 



Capital. 

Interest, 

Total 


£ E. 

£E, 

£ E. 

1st year . . 

20 

10 

30 

2iicl yeai' 

20 

8 

28 

3rd year 

20 

6 

26 

4th year 

20 

4 

24 

6th year 

20 

2 

22 

Total— 

100 

30 

130 


The borrower would tiuis, in the course of five yc^ars, j)ay £ E. 30 
for the use of the money advanceil to him. 

Under the alternative procedure, he wmld jmy five equal instal¬ 
ments of £ E. 30, making in all f E. 150, of which £ E. 50 would 
be on account of interest. 

In point of fact, to the fellaheen the Bank's chaigc of £ E. 80 
is equivalent to a loan contracted from the usurer at C> per cent., and 
I do not think that money is ever obtained at so low a rate as this. 
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TilO ex)ii</racts with tho nsunu’s not unfroqueutl)^ render it difiicult 
for the fellah, wlio is alretuly indebted, to take advantage of the 
terms now offered by the Bank. A common form of contract is that 
of a loan of £E.100 for ten years. The yearly instalment for 
rc]payment of capital and inlemst is ckE.:iO. Thus, under the 
j)roeedure I have ox])laiued above, in all £ E. "200 is paid in ten years. 
Su]>j)osing now that, in the course of two years, a fellah lias paid 
£H.40, of which one-half would be interest and one-half rc|>aynient of 
eapital. It might be supposed that, on payment of £ E. 80, he 
woahl be free from the debt. But such is not at all the ease. Under 
the terms of the original contract, he is often debarred from freeing 
himscdf unless he pays the difference between kE.200 the total 
a?noii«t which would have been paid in years—and £ E. 40,. btnug 

the sum he has already paid. In other words, in order to liberate 
himself, he has to pay £ E. 100, minm discount at the rate of 7 per 
cent, on £ E. 160. In cases of this sort the Bank can be of but little 
assistance. 



[^Extmcts from the Report of 1901.'] 

The distinctive feature of the Egyptian plan for dealing with this 
interesting and important subject is that a certain amount of 
eo-o|)ei*ation is established between the Government aiftl the National 
Bank. The Bank makes th(.‘ advances, and incurs tlie whole linancial 
responsibility of the undertaking. The Government, through the 
agency of its tax-gatherers, collects the money duo to the Bank at 
the same time as the land tax. Thus, the Bank, being relieved 
of the necessity of maintaining an expensive staff of suboidinates, 
is able to ad vance money to the peasantry at a relatively low rate of 
interest. 

Since the Bank commenced making these loans in 1899, over 
34,000 loans have been eontracte^l; relief has, therefore, l)ecn afforded 
to an equivalent number of small propnotors. There are now 15,269 
loans outstanding, for an aggregate amount of £E.402,000; of 
these, 3,326 are repayable within the year, and 11,943 repayable in 
five years. 

The amount that fell due in 1901 was £E. 140,000. This sum 
was due from over 21,000 borrowers. The w'hole amount, with the 
exception of £E.600, had been recovered on the 31st December 
last, and the small sum still owing will probably be collected this 
year. 

The objection to the plan adopted in Egypt is that the class of 
operation involved is more properly the work of a Land Bank than 
of an onlinary bank. Tlie National Bank of Egypt cannot reasonably 
be expected to lock up more than £E.400,000 of its capital in 
undertakings of this nature. For the moment, the difficulty has heeu 
met by the Government advancing £E.250,000 to the Bank. This 
will, at all events, enable the o|3erations to continue for the tinne being. 
Whether any more complete change of system will l>e neces.sary must 
be a matter for subsequent consideration. There can, I venture to 
think, be no question of abandoning the experiment which has i^o 
far proved eminently successful. There can be no doubt that the 
Egyptian fellalieen begin to realize the advantages of getting money 
at a moderate rate of interest, and that they are willing to take the 
opportunity now afforded to them of shaking themselves free from the 
grip of the village usurers. From all 1 licar, I do not doubt that it 
59 
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would be quite possible, were the capital available, fo extend very 
considerably the operations of the Bank. But in a matter of this 
sort it is as well to move slowly, more es|>ecially as careful supervision 
is an essential element to the attainment of the object in view. I think, 
therefore, that for the time being it is not necessary to arrange for 
any more extei^aed o|>emtions than those which may be covered by 
the additional £ E. 250,000 which tlie Government has advanceil to 
the Bank. 

I have, in previous llc|X)rts, mentioned that the real test of 
success which should eventually be applied to the exjxu’iment, which 
has now been going on for three years, is whether the fellaheen will, 
or will not, use the advantages offered them to incur fresh debts. It 
is naturally difficult to obtain precise information on this subject. 
Moreover, sufficient time has not elajised to enable the experiment to 
have a fair trial. So far, however, as I have been able to judge, the 
alleged irremediable extravagance of the fellaheen has, as I anticipated 
%vou]d be the case, been greatly exaggemted. Up to the present 
time, the number of those who have used their improved credit in 
order to incur fresh debt has, to the best of my belief, been veiy 
small. 



[^Extractfi f rom ihe Report of 1902.^ 

Aft^r a prolonj^ed trial, it api)eared that the somewhat novel 
system adopted in E^ypt some few years ago had passed out of the 
experimental stage, and that the introduction of a scheme of a more 
permanent character than that heretofore adopted was justifiable. 

Negotiations having this object in view were set on foot, Avith the 
result that on the 1st June, 190jJ, au Agricultural Bank was started 
under the auspices of the National Bank of Egypt. All loans 
outstanding with the National Bank were tiunsferred to the new 
bank, hose sole business it is to lend money in small sums to the 
fellaheen. The capital of the bank was fixed at £2,500,000 of which 
£1,250,000 has been already paid up. Interest at the rate of 5 per 
cent, is guaranteed by the Government. It Avas, at the same time, 
arranged that the rate of interest at which money was advanced to 
the fcdlaheen, which had previously been 10 per cent., should be 
lowered to 9 per cent. 

The distinctive feature of the Eg}T)tiau system is that, although 
the A\diole of the management is in the hands of the bank, the 
Government tax-collectors collect the sums due on account of interest 
and sinking fund. 

The reasons why the Egyptian system has attained a certain 
meaisure of success are mainly two-fold. They are :— 

1. That, although the action of the Government has been so far 
philanthrojdc that they have wished to benefit a large and important 
class of the community, the undertaking has in no degree been 
established on a philanthropic basis. On the contrary, the basis has 
been strictly commercial. There was, in the first instance, some very 
natunil difficulty in conAuiicing capitalists that the business would 
be fairly lucrative ; but Avhen, by applying the test of actual 
exi^eriment, this difficulty was overcome, the main obstacle to success 
Avas removed, 

2, The supervisiorf, which has beou conducted by very carefully 
selected British agents, has been capable, vigilant, and honest. 

When I say tliat a certain degree of success has been attained in 
Eg 3 ^pt, I merely mean that, under the ncAv system, it is clear that the 
fellaheen are anxious to borrow, and that the arrangement for 





advaucoB and recoveries has worked well. Before it can be said that 
the system has been completely successful, it has to be shown that the 
fellaheen are not, generally, making use of their improved credit to 
contract fresh debt at ruinous rates of Interest. 



Appendix I. 

[^Extracfs from a Minute of Sir Rickard Temple^ Governor of 
Bomhat/y dated 30fh Aiignd, 1878,1 

By ouv despatches of the 19th January and. the 4th February 
last we suoinitted to the Governmeut of India a draft Bill for the 
relief of the indebted ryots in certain districts of the Deccan^ 
together with Minutes and papers relating thereto : among which 
was a Minute of my own^ date<l lilth November last. 

%. By a despatch dated the 1st July last, the Government of 
India sent for our opinion a Bill which they propose to be substituted 
for our Bill, and which we are invited to ac^cept as a satisfactory 
mode of dealing with the cpiestions at issue. 

3. While thankfully admitting the lulvaiitages proposed to be 
given to the ryots by the Bill of the Government of India, I am 
obhgefl to represent that this Bill is not snlHcieut to fullil the objects 
which the Government of Bombay had in view when proposing 
legislation, and therefore cannot be regarded by us as a satisfactory 
mocle of dealing with the questions at issue. lu general terms, it 
must be described as omitting the most essential of the several provi¬ 
sions which we devised for the protection of the ryots, and therefore 
as taking some of the heart kernel and substance out of our measure. 
I am sure, therefore, that my Honourable Colleagues will concur witli 
me in submitting a fuHher rei)re8entation to the Governnmnt of India 
on the subject. 

4. Our proposals are justly summarized in pamgrapii 3 of the 
despatch of Government of India of 1st July, thus— 

(<?) to compel the courts, in cases where agriculturists are sued 
on bonds or for money due, to go behind the tt*rias of 
the bond, to enquire into the justice of the claim, and 
to take into consideration the equity of the interest 
charged, even though it may have been distinctly agreed 
to by the defendant ; 

(^) to make it illegal to award compound interest, or more 
interest than the amount of the princij[>al found to 
be due ; 

(c) to limit the liability of a ryot for debts incurre<I by his 
ancestors ; 
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to eitipower a ryot at any time to claim the benefit of the 
Insolvency Court, instead of, as at present, only when 
a decree has lK 3 en passed ji^ainst him ; and 


(a) to protect a ryot’s ryotwari land from sale for debt except 
when it lias been sjKJcilioally pledged by him in a bond 
duly registereil, and to require that ail bonds for land 
shall be registered, wh?itever the value of the land 
pledged. 

7, The most iuij[)ortant 2 >oiut of all is shited by the (joverument 
uf India thus ; [See (a) al>ove.] 

13. The gist of the matter is this The Deccan ryots were sued, 
still are sued, and will always be sued—unless there he fresh iegisla- 
tion—on bonds which are, in many instances^ utterly unjust, though 
they may have been executed in duo form. I mean by “unjust” 
repiignaut to the sense of natural justice as between man and man, 
that moral sense which is present in the minds of all men whether 
educated or uneducated. The harassment therefrom arising drove 
those ryots in 1875 to commit agrarian outrages. A special com- 
mission showed after elaborate inquiry that the essential injustice of 
the majority of the bonds was the root of the mischief. It is clear 
that this injustice would he demonstraletl by any judicial inquiry 
which might be bad regarding the origin, progress and circumstances 
of the debts. The existing law provides for judgment being given 
on tlie bonds only ; that much is certain. Whether it provides for the 
court, by its own inquiries, going behind the bond is, as we submit, 
uncertain. The Government of India seems to consider that it does 
60 provide, while ap}>arenily admitting that the provision is indirect 
rather than direct, and must be gathered from scattered rulings and 
clauses, rather than leanit fi*om positively clear enactment. We 
submit with deference that the uncertainty is such that the courts 
practically do not go, can hardly be expected to go, and for the 
most part are sure not to go, behind the bond. Tlierefore we urge 
that there ought to be direct and i>ositive legislation without which 
the existing evils must be lu'rpetuated, 

16. I must next advert to the apprehension apparently felt by 
the Government of India lest we should by our point (a) (causing 
the court to go Induned the bond) unduly throw upon the 
plaintiff the burden of proof ia eases where no defence is 
attempted. 
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17. At present the indebted ryots seldom set up any defence to 
these claims. They see the futility of disputing the bonds in court, 
whatever they may think of the injustice. Indeed they have no 
chance whatever before the law of slotting up any defence wliich the 
courts could be expected to act upon. But if our point (a) be passed 
into law, they would set up defences fast enough, and this too with 
some chance of eciuitable success. In this event it is manifestly just 
and reasonable that the burden of pr(X)f should fall u|)oii the plaintiflfs. 
But in the absence of defence in cases of this sort it seems to me but 
right that the plaintiff should have to satisfy the court that the bond 
is a just one. I am unable to follow the reasoning (as above quoted) 
to the effect that to cast on the plaintiff the burden of proving receipt 
of the consideration, and the absence of fmud, would afford 
opportunities of evasion to dishonest debtors, and might thus be an 
incentive to reckless borrowing-. Here we have educated, skilful, and 
wealthy creditors bringing claims against uneducated, unskilful, and 
poor debtors. Is it unfair to cast upon such creditors the buiden of 
proving such claims to be just, even if undefended ? On the contrary, 
does not fairness demand that such burden should be cast u|)on thorn ? 
In fact, too, these lyot-debtors are not, for the most part, evasive or 
dishonest debtors j they generally pay all, and much more than all, 
they really owe I It is this notorious circumstance which underlies the 
whole argument. The feeling of des|)air of ever getting out of the 
moneyJonders’ books makes them reckless in going on borrowing and 
borrowing and destroys all hope of independence. Our provisions will not 
be incentives to reckless borrmviug, but will have the very reverse effect. 

18. It may be, as apprehended by the Government of India, that 
our provisions wm’H throw much work on the courts, more perhaps than 
they can conveniently get through, ^Ve are not indeed sure that this 
will be the result j but if it bt^ so, then it ought not, in our judgment, 
to be allowed for a moment to prevent the measure being carried. If 
there were to be some temporary increase of judicial establishments in 
four districts (the Bill will apply to four districts only and perhaps to 
some sj>ecial localities in addition) we shall liave to meet the cost from 
Provincial finance, which we are most willing to do. Even then the 
cost would probably be counterbalanced by increase of stamp revenue. 
But the net cost, if any, would be so inconsiderable that we could not 
venture to urge it in the face of the clear considerations of justice 
towards so important a class of our peasantry. 
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19. No doubt, as justij observed by the Government of India our 
projjosal will etmllict with section 10*i of the li^videiice Act rcgaidin^ 
the burden of proof. But we submit that tiiis are is no prohibitive 
reason against our projiosal. It certainly renders sj[}eeial legislation 
necessary, and therefore we have now to apply to the Legislature. The 
question is one of plain justice in these oases. Once that is deter¬ 
mined, it becomes, we submit, the duty of the Legislature to frame a 
suitable law to supplement the general law. 

20. We .villingly aknowledge that either by the novv Civil Proce¬ 
dure Code, or by the new Bill, an indebted ryot may, by applying for 
beuelit of insolvency previsions, save himself from arrest and^ impri- 
sioiiment; that bis implements and agricultural cattle cannot be sold 
in execution of decree for debt j that his cottage, his land, his tenure 
and rights therein cannot be so sold either—all of which constitute 
beueticial improvements in his condition, for which he may indeed lie 
Kiateful to the Legislature. We now receive iiermission to provide by 
local Icnslalion that he shall not he unreasonably liable for ancestral 
debts imr for an usurious rate of comiiound interest —all winch cons¬ 
titutes a still further improvement, and a further cause of thankfulness. 

21. Still we submit that despite these various provisions there 

maybe,and will he, very many unjust bonds, to which the ryots will 

have to submit, unless the courts be not only empowered, hut obligeil, 

to go behind the bonds. . . , 

U. No exclusion of ancestral debts, no restnerion of usurious 

interest can prevent bonds being drawn up for a tictitious principal, or 
in acknowledgment of amounts which were never given by the creditor 
nor received by the debtor. And It is this concoction, this manipula¬ 
tion as it were, of the principal, which is one of the strongest elements 
of injustice in these bonds, whick injustice cannot possibly Im remedied 

unless the courts lie obliged to go behind the bonds. ^ , 

23. Again, notwithstanding the hnmaiie provisions cf the insol¬ 
vency law, the merciful exemption of implements of land, and of cotta¬ 
ges from sale, still there are many domestic articles which cannot he 
To exempted, which are of lesser imimrtanee, and more particularly the 
standing crop which is of great importance, as it supplies the food of 
the rvot and his family. Wliat arrangements an insolvent court would 
make for the subsistence of the ryot cannot exactly be foreseen. 
Possibly some arrangement would be mmle, though 1 am advised that 
the law does not compel the court to make any such anangcinents. 
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Still at th<3 best the creditor would have a fttrong and tight gmsp on 
the standing crop. T do not inontion the garnered crop, because the 
credKor vronld never lot it rrach the stage of storage without his 
inter|X)9ition, He would attack it while it w'ab stjunhng on thegi*ound. 
He would compel the ryot to hy[X)thecate it for the debt. He would 
leave to the ryot such subsistence as he (the creditor) deemed fit. The 
standing crop^ being the only food snpply of tlie ryot, is so es.sential a 
|)arfcof his little possessions that he mast pay extreme deference to llie 
creditor who is virtually master of that crop. Then eornes the critical 
dirtienlty. The creditor presents to the ryot an old bond, whieli must 
lie paid oft' immodiately, or else renewed on exorbitant terms. At 
prasent those bonds, as already stated, an* often flagrantly imjnst. 
This injustice wdll, we hope, be mitigated by legislation, restricting 
usurious interest—oven then there will remain but too much scope for 
inju.stiee in these bonds. Restrictions on u.surions interest may be 
useful. Still they cannot prevent alterations in the amount of the 
principal as already shoAvn. Thus the ryot must ^ stand and deliver’ 
to the bond, under penalty of having his crop attaehcHl and his food 
supply interfered with. ^Vhe tompUtion to renew on some exorbitant 
terms Avill be generally irresistible. The creditors arc notoriously 
ingenious in framing terms whicdi, though exorbitant, will yet fail to 
show on the face of them usurious Interest or anything else th.at may 
be illegal, and will yot evade the jnst intentions of the law. Then 
simultaneously with renewal of the arrangement the old l)ond will be 
cancelled. The renewed bond wll be executed, and wdll bo i/ip one 
formal valid bond, as between the parties, to bo presented in court. 
And the ryot will from time to time he obliged to pay upon that, or 
else will have his crop attached, and his ffwxl supply suddenly stoppe^h 
If unfortunately that bond bo unjust, as it hut too often will he, then 
the ryot will he, to a considerable extent, the victim of injustice, tie 
AVI 11 not he indeed so helplessly a victim as he has been heretofore, as 
he will avoid paying a demonstrably usiirious interest ; he will }>e able 
to save him.self from imprisonnienL and his land from .sale. Hut for 
fear of his crap and his food supply he Avill still be, to some c^msi- 
devitble extent, a vietinf. 

Pi'oin this oppression he may be save»l alUigether, and his 
liability may l>e limited to its proju^r proportions, hy oiir profxysal 
(n )—obliging the courts to go behind the bonds. That, at all events, 
is the inofit eft(3ctual provision that can he devise<l. And if well and 
dO 



carefully worked, as il probably would be worked, under » vigilant 
adiiiinistmtioT), it will bo cttectual. If this \yc enacted, then the 
Legislature vdU have done all it ean for the r} ot in this matter. But 
if this be not enacted, then the law, notwithsUnding the other improve¬ 
ment, will l)e incomplete for this purpose ; the remedies will be only 
half measures, and miujh of the existing evils will remain. In that 
ease we shall have undertaken legislation, and yet have fallen short of 
our aim, and liave faiI*Kl to effect our purpose. Perhaps even an im- 
X)rossion might arise that the existing evils are irremediable, whereas 
all the time they are remediable as wo believe. We have a fair ground 
for renewing our application to the Legislature, liecause we are asking 
not for the recognition of principles which the Government of India 
disallow, but for the enforcement of principles which they seem tc 
allow. 

25. For all these reasons I jwopose with the concurrence of my 
honourable colleagues to recjuest earnestly the Government of India 
to allow the sections quoted in this Minute as taken from our Bill to 
form a ]>art of their Bill. 

26. In conclusion, while exposing certain evils and sugg(»ting 
their remedy, I am for from implying either that the money-lender is 
altogether blameablo or that the ryot is altogether pitiable. With all 
his faults, the money-lender is a useful man, and often gives credit 
when it is most needed. With all his sorrows, the ryot enjoys many 
of those mivantages which peasants most value. 
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\J)e^patvh fttom the Secreiarj/ of State for Indian to tftA* Governor^Qeneral 
of India i)o Conobcil, — Ho. 63, (Legislative), dated the 26th 
Beeemher^ lS78i\ 


1 forwaixl, for the consideration of Your Excellency in Council^ 
copy of a despatch t which I have addressed to the 
t No. 4, dated the government of Bombay relative in a Bill which has 
187$ introduced into the Bombay Council for the 

relief of indebted agriculturists in certain parts of 
the Presidency of Bombay. 

H. hi my despatch to the Governrneat of Bombay I have 
expressed at length'certain views which have presented themselves to 
my mind on a consideration of the report of the (commission appointed, 
to enquire into the Deccan riots, and I am desii*ous that Your 
Excellency in Council should consider these remarks, in connection 
with further legislation on this important subject. 


[Despatch from the Secretary of State for India^ to the Govermr in 
Council, Botnla^,-. — No, 4 (Legislative), dated the 26th Decemher, 
1878.'] 


.1 have to aeknowleflgc the receipt of the despatch from Y^our 
Excellency in Council, datcnl the dOth September last, No. 11, 
ti'Ansmititing fur information copy of a Bill for the Relief of 
Indebted Agriculturists in certain parts of the Presidency of 
Boml>ay, which has been introduced into your Legislative Council. 

‘2. On the Ihih November 1 despatched to Your Excellency the 
following telegraphic message : 

Delay proceeding with Indebted Agriculturists* Bill. De«patch 
follows. ** 
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3. I now proceed to the reasons wbi‘;h indnee me to doubt 
whether the provisions in the measure beiOre me are at all adequate 
for grappling with the evils whic*h have been so prouiiiiently brought 
to light ill tlie report of tlie iJecoaii liiots Commission. 

4. When that report arrived in this country in May 1376, Lord 
Salisbury was so deeply impress(M.l with the distressing picture 
therein given of the agricultural j[A)pulation in the Deccan, that he 
awailed with great anxiety some communication from the (Government 
of India as to the steps intended to lie taken. But none such having 
arrived after an interval of nearly a year-aiid-a-half, His Jjordship 
apiX)iutod a Select Coimnittec of his Council to consider the report. 

5. The Committee began to sit in Isoveaiber 1877, held several 
meetings and examined some expeiionced witnesses well actpiainted • 
with the Bombay Presidency ; but before they liad terminated their 
incpiiries, a despatch was received from Your Exeelleney in Coj.iiieil in 
February of the presctit year enclosing tlie draft of a Bill lor the 
relief of liKlebltd Agriculturists in the Presidency of Bombay, and 
wliich you desired to liave introduced into the Council of the Supreme 
Goveniment. 

0. Tliat Bill containal three main principles : 

(1) That the Courts should be obliged to enter into the merits , 
of every money claim whether secured by bond or not, 
and should only award such sums, whether for principal 
or interest, as they deemed just, and should in no case 
give compound interest or a larger amount of interest 
than the principal sum. 

(•2) That the principle of tlio Insolvent Act, as prevailing in 
the Presidency town, should be applieil to the Deccan 
Agriculturists. 

(3) That land should not be sold in execution for debt, unless 
sjKJCially pledged in a bond duly registered. 

Lord Salisbury, although not fully satislied with all the principles 
contained in tins measure, thought the occasion for attempting 
renKHiial legislation to be so urgent that lie sanctioned by telegram 
the introduction of the BUI, being quite willing that the cxi>crimcntal 
legislation contein]dated in the Council of the Governor-Creiieral 
should be attempted. I also am of the same opinion. 

7. loeave was accordingly given for the introduction of the Bill 
into the Council of the Governor-General on the iiSth June last, but, 
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for r-^asons which have not been tiausmitteil to me, the Governmeii 

of India i-referretl, instead of one cominehensive Act, tliat ymir 
Groveiiiraout shonld pass a law dealing with some mmoi pom s 
relating to interest and to ancestral debts. The bill winch I aave now 
before me is the result of the action of the Supreme (mveinment. 

8. I can well understand the difficulties which have deterred the 
Government of India from dealing with Ibis subji'ct as a wdiole, and 
which have induced them to leave minor points to be disix).«ed ot y 
the Local Government; but if tlic evils sought to be remedied are 
capable ot being eiaxUeatcil by legislation, I am clearly ot opmioii 
that they should not be dealt with piece- leal. 

9. Tlie very able reimrt of the Commission and the mass of 
valuable information contained in the Appendices enable ns, I think, 
to draw the eouciusion that some of the great causes which he at the 
bottom of the pverty of the Deccan arc whidly Ixiyond tl.e reach ot 
the legislator, and are inherent in the uatioiial character and m the 
customs which have prevailed for countless generations. 'I'lio Deccan 
ryots, like tl.e general mass of the cultivating classes in other iiarts 
of India, are entirely without capital, and are driven on the first bad 
harvest into the hands of the money-lender, not only for the mcaiis 
to till their Helds, but for food to keep themselves and their cattle 
alive till the crops of the next season are matuivd. This fact has 
created the system of borrowing at high interest which prevads so 
largely amongst the agricultural population, and has m-ulo the 
existence of a money-lender in a Hindu village as essential as that 
of a ploughman. 

10. The normal condition of a Hindu cultivator is much 
aggravated by local cireuuistances in parts of the Deccan. Ibe 
soil is sterile, the climate is precarious, a good crop being m some 
parts obtained only once in three years, the fall of ram is scanty, the 
jieasantry, though a sturdy and mtlinarily a law-abiding txoiile, are 
described as “ utterly uueducatetl and witli a narrow range of 
intelligence. ” It is obvious that the causes mentioned in this and 
the preceding paragraph are not to be easily modilied by any 

legislative a«t. ^ r» • • i 

11. The districts iti which the riots took place came into bntxs \ 

possessions in 1819, and at that period and for 20 years afterwards 
diverse causes, such as the ravages of Holkar’s army and the dreadfu 
famine which followed his campaign—a famine which was repeated 
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two or three times during the fhst .^0 years of the coiitury—the 
subsequently heavy fall oi* prices, and the consequently oppressive 
weight of the old MahratU rale of assessiiieut which was at first 
continued by tire Governnjoiit of the day, all these ba^l produced an 
amount of poverty and ruin which the Settlement officer writing in 
fSlib found it impossible to describe. 

12. The Cjovernnient of that day, however, made strenuous 
efforts to better this state of things. They reduced the assessment 
fi'om an average rate of l»3i annas to 7 annas, they gave the 
cultivaloia for the tirst time tixity of tenure, and they abolished 
extra cesses. 

13, A Kesolution of the Govorument of Bombay, dated the 
rSOth August 1875, describes the satisfactory results of this new 
settlement of the land ; In 1838 more than 50 per cent, of arable 
laird was waste ; in 1871 only one per cent. Population increasefl, 
during the term of the settlement, 39i i>er cent.; agricultural cattle 
19 fier cent.; ploughs 22^ per cent.; carts 270 per cent. ; and wells 
•10 per cent. Government land was unsaleable in 1838 j during the 
last five years of the settlement, examination of the registration records 
showed that it fetched from 10 to 52 times its assessment. Thirty 
years ag-o there were no made roads, and communication was costly 
and difficult ; the taluka is now traversed by the railway and by 
several excellent roads, and the increase in the number of carts 
indfcates the extent; to which the people avail themselves of tlie 
facilities of communication with markets.” 

1-1. Satisfactory as this picture of progress is (and similar ones 
may be produccnl from all parts of India), there is undeniable evidence 
in the reix>rt lx.‘fore me that the very improvements introduced under 
our rule, sueli as fixity of tenure and lowering of the assessments, have 
l>een the principal causes of the great destitution which the 
Commissioners found to exist. 

l.>. The saleable value of the land greatly increased the credit of 
the ryot, and encouraged beyond measure the national habit of 
borrowing, wdiich I have before observed on. High prices letl to 
extended cultivation, to more expensive modes of living, to larger 
outlav on the great stimulant to Hindu expenditure, marriage 
ceremonies, lleccuirse to the money-lender became then more frequent 
than In^fore an<l the class of money.lender.s coinjiHiting for custom 
increased in most undue proportions. The first fall in prices, and the 
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first bad 'harv^ests, both of which have occurred in these districts, found 
ibc cidtivatoi*s as poor as ever, but enennaberod with an additional 
mass of debt. Still no one would advocate as an amendment of the 
law that we should abolish fixity of tenure, or increase the assessment 
on the land. 

Ifi, Up to this point, then, I can see no opening on wdiich the 
legislator can ent 4 ?r with effect. In all civilized societies iheve is a 
vast amount of suffering and destitution, very lamentable to 
conb^mplatc, hut which it is wholly out of the powers of the State 
hy any direct action to eradicate. All that ffovernment can Jo is to 
take that its own institutions shall not aggravate the misery which 
so often follows the sjiontaneous action of the population. 

17. This last observation brings me to the consideration of the 
Bill now before rae. Your Government has distinctly perceived that 
the courts of justice we have instituted, and the law they administer 
operate most harshly, and frequently with great injustice, on debtors, 
w ho form the gn at bulk of the population. Here, therefore, is an 
op|X)rtunity for the Imeficial interference of Gove rnment. Both the 
Bills w^hieh I have alluded to above have been framed with the view 
of mitigjiting the law, and of extending the |X»wers of Judges to 
modify the contracts entered into betw^cen man and man. 

18. I may say at once, after full consideration, that the bill 
introduced into Your Excolleacy^s Council appears to me to be so 
dqxndent uj;K)n the cliai*aeter of the Judge, ami so likely to be 
defeateil by agreements between helpless debtoi's and wily creditors, 
that I cannot sup|X)se it will lead to any substantial results. 

19. The question remains as to what shall be done, for it is 
clear that some alteration in the existing law is imperatively called 
for. A fitting measure can only be pi‘oj>crly prepare^l in India. For 
the consideration of the two Governments 1 proceed to notice the most 
salient |>omta which have preserited them.solves to me oh this head 
in the Report and ApiKjndices of the Commissioners and the lines of 
improvement wliich have suggested ihemf;elves. 

20. Under Native Government, it seems no assistance was 
ordinarily affordcnl by the State to a creditor for the recovery of his 
debt«. No court of justice was open to him, and he was left to Ins 
own devices to extort what w^as due, Government winking at very 
forcible measures that were occasionally employe<l. The result was 
not so bjid as might have been expecte<l. It speaks well for the 
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national eh^^ractor that eontract<? wore rarely repiuliated. Anri the 
Commissioners observe that In ihesej^LOceedinji^s honesty was the best 
policy for tlie ryot^ anil can Lion was a necessity to the monoylender 

^1. On the establishinont of our rule, howoverj courts of justice 
were established everywhere** 

22. It is abuniiautly manifest to me, on the evidence collected 

by the Commissioaei's, that no evil has been so loudly, and I must 
say so justly, coniplaineiJ of hy the people as the action of the courts* 
Idle extreme severity of the law on debtors has Ixjen pointed ^it by 
the report. ^ 

23. The Judges arc only the instruments for enforcing the law 
as it is, and no blaino is imputable to them. But the (»xtraota from 
the statements of the Judges themselves, cited by Ma. Colvin, 
demonstrate completely that, irrespective of the hardness of the law, 
they are incapable of administering justice between debtor and creditor. 

24. One Judge says —** the Subordinate Judges in tlie district 
are iniudi overworheil, ainl really have not time to invesfigate case.^: 
properly and weigh the evidence another says, our Subordinate 
Judges are too hard-worted to allow, even if they were inclined to do 
so, of their going into the history of such cases. The court which 
was incHne^l to go into the old history of a case would have nothing 
but the mvkar*8 boohs to go upon if ho prodiiccil them. 

26. Another Judge enumemtes the frauds jierpetrat-eil by the 
moneydeiulei's, and states that they are practised ivitb impunity. 
Wlien tlic* deluded kimhi ^ ^ * is draggeil 

into court he is unable to answer the claims, or if he states a defence 
he is not in a position to prove it 

20. 'J'he Commission also assign another reason for our courts 
ing mere instruments in the hands of the money-lenders, namely, 
their great distance from the home of the debtor. A money-lender 
may easily instruct a pleader to take out process against a debtor in 
a court 40 or 50 miles distant at little cost to himself, but it is ruin 


for a cultivator, dependent on his daily labour, to absent himself for 
days tf>gether from his field, even if he has a valid defence. 

27. Here then it is quite clear we have evils produced by the 
h.'giBlature itself, and which it is within the competence of Government 
to extirpate. 

28. 1 am extremely unwilling at any time, but especially now, 
to suggest any increase to the cost of ailmiuistration ; but if it is 
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made manifest that our courts of justice are ineflicient in these special 
cases, and that our Judges admit they have not time to inquire into 
the real facts by a thorough investigation, I would suggest that 
although an addition to the cost of administration is very much to be 
deprecated, it is imperative to remedy the defects here pointed out. 
A re-distribution of expenditure migdit be made, and I observe that 
it is stated in the Commissioners’ report that 88 subordinate courts 
bring in a revenue of Rs. 16,89,744, and that the expenditure, includ¬ 
ing salaries of Judges, is only Rs. (>,90,717. 

29. Evils such as have been depicted above, arising out of the 
costliness and inaccessibility of courts of justice, though of a much 
slighter character, existed in England also, and the remedy suggested 
was the establishment of Small Cause Courts. This innovation, after 
having been opposed sturdily for many years, w^as finally adopted, 
and has proved so eminently successful that nearly every year witnesses 
some extension of tlieir powders. In India also the institution has 
been partially adopted, But it is from France that the most 
important evidence can be obtained as to the value of local courts. 
The agricultural population there is more akin than the English 
to that of India, inasmuch as French landed property is in tlie 
hands of innumerable petty owners, who cultivate with their own 
hands. 

30. In that country small causes up to 100 francs aie tried in 
every village before the Juge de Paix. The proceedings are summary, 
W'ritten pleadings are prohibited, and his decision is final on all sums 
not exceeding 50 francs. The early meeting of the parties before the 
Judge in order to produce an amicable settlement of tl»e suit, whieli 
is so strongly insisted upon by Mr. Bentham, is spoken of bj* the 
French authorities iu the highest terms. 

131. I cannot doubt that the existence of courts with summary 
jurisdiction and without appeal up to a limited amount, and possibly 
with the exclusion of professional pleaders, placed in localities within 
reach of the suitor’s home, would tend to remove many of the evils 
which have been brought to notice. 

32. I am quite aware of the difficulties which intervene to prevent 
the entrusting of large summary powers to Suborelinate Judges, and 
that no portion of a Judge’s functions recpiircs more experience and self- 
control than the exercise of that large discretion over contracts which 
the High Court inculcates as belonging to Indian Judge.s under the law. 
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